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Do you know where your tax 
dollars are going? 


Why Alberta needs Freedom of Information Legislation 


During a speech given by 
Dr. John Howard of Rockford 
College, he invited his audi- 
ence to take a little card and put 
it on their mirror or some 
prominent place where it could 
serve as a reminder. Then he 
suggested they inscribe on the 
card the phrase, "Truth is out- 
raged by silence." 

Unfortunately, it’s taxpay- 
ers who are greeted by silence 
when they make requests for 
more details on government 
spending. 

Whether it be Gainers or de- 


tails on departmental spend- 





Getty promised Freedom of 
Information Legislation 





ing, it is left to the whims of 
bureaucrats and politicians as 
to whether information should 
be released, how much of it 
should be released, and when. 

Through Freedom of Infor- 
mation (FOI) legislation, citi- 
zens are given the legal right to 
find out how their tax dollars 
are being spent and to see the 
records that the government 
may have on them as individu- 
als. At the same time, FOI pro- 
vides a process to ensure that 
no private information is re- 
leased to those who are not en- 
titled to it. 

The recent Novatel scandal 
has reinforced the need for 
such legislation. Albertans 
were surprised to find that in- 
formation on the company’s 
failure was not readily avail- 
able, while similar information 
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has been made available in 
most other provinces due to 
their FOI legislation. In fact, 
now that B.C. has given third 
reading to its access to infor- 
mation bill (it is awaiting royal 
assent) there are only two 
provinces still covered in a 
shroud of secrecy - PEI and 
Alberta. 

Sparked by the need for a 
more open government, the 
Association of Alberta Taxpay- 
ers (AAT) started a coupon 
campaign in the summer of 
1991 calling for FOI legisla- 
tion. The campaign involved 
running radio and print ads 
throughout the province and 
collecting signatures to be for- 
warded to then-Premier Don 
Getty. 

On February 20, 1992 Jason 
Kenney of the AAT, together 





with Kevin Avram of the Cana- 
dian Taxpayers Federation, 
dropped off over 20,000 cou- 
pons on Don Getty’s desk call- 
ing on the government to 
implement FOI legislation in 
Alberta. There followed three 
weeks of silence. Then, in 
what many considered a sur- 
prise move, the Getty govern- 
ment announced in its throne 
speech it would be introducing 
access to information legisla- 
tion in the upcoming session. It 
seemed apparent to many that 


the pressure being put on the | 
government by average Alber- 


tans was having an effect. 
Unfortunately, since the in- 
itial promise the government 
has repeatedly stalled the intro- 
duction of FOI legislation. 
The promises of a more open 
government are being drowned 
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out by a lack of action. 

Each of the opposition par- 
ties in the legislature have in- 
troduced bills that would bring 
about a freedom of information 
law. While these bills had little 
chance of passage without the 
support of the government, the 
parties have promised to rein- 
troduce them should they form 
the next government. As the 
pressure continues to build on 
the government to take action 
on this issue, the real question 
arises - does our government 
believe in informing its citi- 
zens, or hiding from them? 





Will Klein honour the Tory 
promise or break it? 
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What is Freedom of Information legislation? 


Freedom of Information | forcement and an individual’s | 


legislation provides citizens 
with the legal right to receive 
information on how their tax 


_ Matheson, President of the | 


dollars are being spent. It also | 


allows them to see the records | 


that the government may have 
on them as individuals. 
Certainly, there is informa- 
tion that the public should not 
have access to, such as per- 


sonal information on other in- | 
dividuals, information that | 


may interfere with law en- 





_ be clearly spelled out. 


right to a fair trial, etc. 

According to Bob. 
Association of Alberta Tax- | 
payers, those areas exempt 
from FOI legislation should 
He 
says,""There are certainly ar- 
eas where information should 
be confidential but those areas | 
should be clearly defined and | 
not left to the whim of some | 
cabinet minister." 





In addition to this, effective 
FOI legislation needs the fol- 
lowing elements in order for it 
to be an effective tool for citi- 
zens: 


There needs to be guar- 


anteed access to re- | 


cords on spending, 


operations, structure and pol- | 


icy. 


The legislation should 
apply to all govern- 
ment operations, including 


Only two provinces without Freedom of 
Information Legislation 


Alberta and PEl 





ernment to prove that information 
could prove harmful if released. This 











requests substantially. 
The B.C. legislation also exempts 


agencies, crown corporations, 
commissions, panels and 
boards. It should also apply 
to any government body, 
agency, or board that receives 


| the bulk of its funding from 


the taxpayer, including mu- 
nicipalities, school boards, 
hospital boards and libraries. 


3 Access to details of 
third party funding ar- 
rangements, including gov- 


ernment loans and export 
guarantees, should be assured. 


4 An access to an infor- 
mation coordinator 
who is independent of govern- 
ment is essential. When there 
is conflict between the inter- 
ests of the government and its 
citizens, this individual 
should have the power neces- 
sary to require government to 





give information. 


5 The onus of proof 
should be on the gov- 
ermment when it is arguing 
that the release of the informa- 
tion would be harmful to the 
interest of Canadians, and that 
should be the only basis on 
which information can be de- 
nied. 


. There should be lim- 

its on the amount of 
time governments can take to 
provide information. For ex- 
ample in Quebec, if the gov- 
ernment doesn’t contact the 
individual requesting infor- 
mation within a certain period 
of time, the government loses 
the ability to argue the infor- 
mation should be kept secret, 
and the information must be 
released. 


"The government of Alberta has earned its reputation as the 
most closed government in Canada, and it’s about time that 
changed," - Jason Kenney, Executive Director of the Associa- 
tion of Alberta Taxpayers (AAT), February 20, 1992. 


Freedom of Information in British Columbia 


B.C.’s FOI legislation could be one of the best in Canada - Why not in Alberta? 


While Alberta wallows in a mud- 
hole of secrecy, British Columbia 


ing released. However, there is an 
override clause that allows this to be 

























may be well onits way tointroducing should reduce the number of denied 
one of the best pieces of Freedom of 
Information legislation available in 
Canada. Bill 50, the Freedom of In- 
formation and Protection of Privacy 
Act, passed third reading on June 23, 
1992. 

The Act received good reviews for 
the way it covers all 200 provincial j 
government corporations, boards, et 
commissions and agencies. Other 
features that have been particularly 
well received include a strong state- 
ment of information rights and the 
duty of government to assist appli- 
cants who request records. In addi- 
tion, the legislation provides for a 
privacy commissioner who has re- 
ceived the necessary power to ensure 
that government meets its responsi- 
bilities, and puts the onus on the gov- 


certain types of information from be- changed provided it serves the best 
interests of the general public. The 
legislation also imposes strict time 
limits to ensure that stalling doesn’t 
become a way to hide information. 
Another plus of the legislation is the 
fact that the Act is written in plain 
language to ensure that all can easily 
understand their rights. 

It seems apparent that the legisla- 
tion was designed to actually help in- 
dividuals access government 
information. In other jurisdictions, 
FOI legislation is often riddled with 
exceptions and loopholes which the 
government can use to avoid releas- 
ing information. The strengths of the 
B.C. legislation should serve as a 
model for other provinces, particu- 
larly those which have not yet passed 
FOT legislation. 
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Secrecy breeds suspicion 


Freedom of Information legislation is absolutely necessary for a healthy democracy 


People immediately be- 
come suspicious when gov- 
ernments refuse to provide 
information on how taxpay- 


ers’ money is being spent. Se- 
crecy in itself does not imply 
mismanagement or corrup- 
tion, but when faced with 


closed doors people are left to 
wonder why. 

Even the federal govern- 
ment has provided taxpayers 


Ee ae : a 
re sae te agate es sete ‘ 
Jason Kenney of the Association of Alberta Taxpayers with Kevin Avram of the Canadian Taxpay- 
ers Federation at a news conference presenting 20,000 coupons signed by Albertans calling for 
Freedom of Information legislation. 





Alberta lags behind 





with the legal means to find 
out how their money is being 
spent. This is not to say it is a 
shining example of openness. 
For example, it has exempted 
spending at the House of 
Commons from public scru- 
tiny. As a result, numerous 
questions have been raised on 


|, just how this money is spent, 


including among other things 


| cabinet minister travel. Per- 
| haps the government believes 
these type of questions are | 


less damaging than the truth. 


| Unfortunately, whether this is 
| true or not, these are the type 


of things that people begin to 


| think. 





In order for there be a 
healthy democracy, people 
must be able to trust those 


| they have elected to power. If 


politicians appear to be cover- 


| ing up information, this be- 
| gins to eat away at the very 


fabric of democracy. Secrecy 
becomes a cesspool where 





cynicism and distrust begin to 
grow. 

This of course brings us 
back to Alberta and the obvi- 
ous question - what’s the big 
secret? By not having Free- 
dom of Information (FOI) leg- 
islation, the Atlberta 
government is free to release 
information, if and when it de- 


| cides to do so. Should the in- 





formation prove 


| embarrassing, that alone may 


be the only criteria for not re- 
leasing it. In fact, the resulting 
insinuations may be far more 
damaging than the actual truth 
- but again we can never be 
sure. 

A Freedom of Information 
Act is absolutely necessary if 
politicians want to see public 
trust in elected officials re- 
stored. A healthy democracy 
is an open one. It’s really the 
only antidote for the years of 
secrecy that have plagued this 
province. 


Other provinces lead the way in Freedom of Information legislation 


If the government is genu- 
inely concerned about giving 
Albertans access to govern- 
ment-held information that af- 
fects their lives, the process 


whether the information 
should be released. Should 
the government still refuse to 
comply, the applicant can then 
apply to the courts for an or- 


government wants to Keep se- 
cret. In Nova Scotia, if a bu- 
reaucrat turns down your 
request for information, your 
only recourse is to file a for- 


successfully resolved. On- 
tario has established a per- 
sonal information bank where 
citizens can look at all the re- 
cords the provincial govern- 


sioner who has the authority 
to make binding decisions. 

In Alberta, there is no proc- 
ess. The decision on whether 
or not to disclose information 


for providing that information 
must be carefully considered. 
Each of the eight provinces 
that have FOI legislation have 
handled the process differ- 
ently, and there have been a 
number of difficulties, par- 
ticularly in Nova Scotia, 
which the Alberta government 
will be well advised to avoid. 

Of particular concern is the 
procedure for appealing a de- 
cision to deny information the 
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mal appeal to the provincial 
cabinet. In the 15 years that 
they’ve had Freedom of Infor- 
mation legislation, there has 
never been a successful ap- 
peal. (Talk about letting the 
fox guard the hen house!) 

In Manitoba, New Bruns- 
wick, and Newfoundland, citi- 
zens who are denied 


information can appeal to the 
Ombudsman, who then makes 
a non-binding ruling on 





Citand O07 SIR PHOENK SASKATOON: 








der to release the information. 

In Quebec there is a mecha- 
nism for appealing decisions 
in which requests for informa- 
tion were denied. In 1988, 
there were 4,000 requests for 
information; 454 were ap- 
pealed and of those 300 were | 


ment has about them. Those 
looking for other information 
are able to make their request 
directly to the responsible de- 
partment, and in cases where 
information has been denied, 
an appeal can be made to an 
independent privacy commis- 


remains in the hands of politi- 
cians and bureaucrats. Essen- 
tially, Albertans have no legal 
right of access to government 
records, even those records 
which affect their lives. An 
Alberta Freedom of Informa- 
tion Act would change that. 


Summary of Coverage of Freedom of 
Information legislation of selected 
provinces 
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Outline of proposed Freedom of 
Information legislation for Alberta 


(The following is an outline of Freedom of Information legislation proposed by the Association of 
Alberta Taxpayers) 


1) Every Canadian citizen is entitled to request and receive information relating to him or herself or to 
any department, agency, board, commission, crown corporation, or other body of the Alberta govern- 
ment except: 

a) personal information relating to a person other than oneself. 

b) information which unreasonably endangers the life, safety, or health of a person. 

c) information received in confidence from another government. 

d) information which would unreasonably interfere with law enforcement. 

e) information which would deprive a person of a fair trial. 

f) information involving cabinet confidences. 

g) information involving draft legislation or regulations. 

h) information involving trade secrets, scientific, or technical information that has monetary value or potential mone- 

tary value. 

i) information subject to solicitor/client privilege. 

j) information required to be kept confidential by an Act or law of Alberta or Canada. 


2) The Ombudsman shall cause to be published, at least once a year, a list of all departments indicating 
in respect of each department: 

a) a description of the general category of information prepared by or under the control of the department; and 

b) the name and address of the access officer for each department. 

c) the regulations stipulating the procedure for the application and receiving of information. 


3) Any Canadian citizen may receive information to which they are entitled pursuant to this Act by 
submitting a written request to the access officer of the appropriate department in the manner and 
containing the specific details set out in the regulations. 


4) For the purposes of carrying out this Act according to its intent, the Ombudsman may make 
regulations prescribing any matter or thing that is required or authorized by this Act to be prescribed 
in the regulations. 


5) Information that is not provided to the person requesting it within 21 calendar days of the date on 
which the request was made, is deemed to have been denied. 


6) Any person whose request for information is denied may appeal to the Ombudsman. The Ombudsman 
will then investigate the complaint and render a non-binding recommendation within 15 calendar days. 


7) If the recommendation of the Ombudsman favours the complainant and the information is still not 
provided within ten calendar days of the recommendation, the complainant may appeal to a judge of 
Her Majesty’s Court of Queen’s Bench for Alberta seeking an order requiring the production of the 
information in accordance with this Act and regulations. 


8) The burden of establishing that the production of information has been refused is on the person who 
so alleges. 


9) No information shall be denied after a period of 25 years has passed, or, in the case of personal 
information, 25 years after the person’s death. 
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What happened to the 
entrepreneurial spirit? 


Too much 
government 
bureaucracy 

means 

Canadian 

entrepreneurs 
are going the 
way of the 
dinosaurs. 











| ness. 


by Bob Matheson 

According to Webster’s, an entre- 
preneur is a person who assumes the 
risk of opening and managing a new 
business venture in exchange for the 
possibility of profit. As Canadians, 
we must ask ourselves a very simple 
question: What has happened to the 
entrepreneurial spirit that made our 
country great? 

In my opinion, the risks of starting 
a new enterprise have become too 
great considering the profits that can 
be expected. Why are the risks too 
great? A recent report of a special 
Commons Committee reveals that 
there are 200,000 federal orders and 
regulations which apply to busi- 
nesses, many of which are unneces- 
sary and stifle new business activities. 
There are even more provincial and 
municipal bylaws, rules, and restric- 
tions. In short, government interfer- 
ence is killing new businesses before 
they even get off the ground! 

But what of the company that does 
succeed and makes a profit? Our tax 
laws, and in fact a large portion of 
government expenditures, are de- 
signed to redistribute wealth rather 
than to create a better social and eco- 
nomic environment in which a new 
venture can be conceived, develop, 
and grow. As a result, the entrepre- 
neur receives little benefit for the risk 
taken, discouraging all but the most 
determined from even trying to start a 
new business. 

Banks, which previously provided 
the capital needed for these purposes, 
have satisfied themselves with pro- 
viding only those loans for which re- 
payment is certain, creating an ever 
greater demand for governments to 
"do something” to fix the problem 
they had a hand in creating in the first 
place. For this reason, government 


| programs have been put in place to | 
| reduce the risk of starting a new busi- | 
New companies can receive | 
| start up money, and existing busi- | 
| nesses can get assistance to expand | 
and grow. However, governments | 
have proven to be only as good at | 





choosing winners in business as in 
controlling the deficit. How much 
better it would have been if govern- 
ments had simply created an eco- 
nomic climate which encouraged 
entrepreneurship! 

I have been involved in numerous 
business start-ups over the past 40 
years. I, with scores of my friends 
and associates, have pooled our re- 
sources, talents, and energies, and 
commenced ventures which were as 
diverse, varied, and distinctive as the 
people who were involved. We have 
built apartment buildings, produced 
feature length motion pictures, manu- 
factured oilfield equipment, and 
staked mineral claims. In all of this, 
we received no government loans, 
grants, or benefits. 

Some of our ventures failed. 
That’s all right - we took the risk, and 
were aware that we might lose. Other 
ventures succeeded, and we created 
new wealth that contributed both to 
the economy and to the economic well 
being of our suppliers and our em- 
ployees. We did not need govern- 
ments to risk taxpayers’ money, for 
we were willing to risk our own. We 
did not require taxpayer funded pen- 
sions, child care, and handouts. We 
faced our difficulties head-on, worked 
sometimes 24 hours a day, and in- 
vested every dollar we could lay our 
hands on simply to have the opportu- 
nity to build and create and grow. 

Now, with government grants and 
loan guarantees the whole spirit of 


entrepreneurship has been destroyed. | 


Instead of developing new products or 
planning marketing campaigns, entre- 
preneurs spend their time seeking 
government assistance and meeting 
government regulations. They are 
made painfully aware that, even if 
they avoid taxpayer-funded give- 
aways, their competition surely will 


not, leaving them at a competitive dis- 


advantage. 

In the end, the success or failure of 
many enterprises begins to rest 
largely with bureaucrats who may 
never have had to risk anything, never 








met a payroll, and never understood 
what it takes to go out and succeed in 
the business world. Canada’s eco- 
nomic climate creates nothing but un- 
certainty and delay - the two enemies 
of any business enterprise. There is 
little wonder that so few companies 
are still in business five years after 
they begin! 

What can we do to restore the true 
spirit of entrepreneurship in our coun- 
try? First, we must remove from bu- 
reaucrats any responsibility for 
fostering economic development. 
They are ill-equipped for the task, and 
unable to understand what it takes to 
run a successful business. Secondly, 
we must deal with the attitude that 
government is responsible for us from 
the cradle to the grave. Those with 
this attitude will not have the ability 
to take the risks a new business re- 
quires. 

But most of all, we must deal with 
the excessive taxes and regulations 
which serve only to rob the fruits of 
your labour, risk, and dedication, de- 
stroying all incentive to invest. With- 
out substantial action on these fronts, 
Canadians face a pretty sad future. 





Bob Matheson, OC, QC, is a director of 
the Canadian Taxpayers Federation. He 
is a former Edmonton alderman and a re- 
cipient of the Order of Canada. Bob was 
the founding president of Crime Stoppers 
and is a past member of the board of 
Crime Stoppers International. 





Canadian Taxpayers Federation 


#200 - 1315 Scarth Street 
Regina, Sask., S4R 2E7 
© 1993 























___ Spring °93 








sources, and as a result, Canadi- 
ans have become used to one of 
the highest standards of living in 
the world. Now, however, de- 
mand for our resources has de- 
clined, and governments have 


2 The Taxpayer 
| | 
contents Government must be downsized 
Canada’s looming debt 
ne Re pales ie 3 iby Art Fox becoming increasingly irrele- Even in areas for which gov- 
vant to taxpayers, who are being | ernments must provide services, 
Black Anniversaty ............. 4 | overwhelmed by the increasing | Canadians are not getting good 
Lethe ie ipeactide 6 demands being placed on them | value for their tax dollars. A re- 
i is direct democracy’. | and on their pocketbooks. cent study by the Organization 
| : 5; 
The House Management i of Economic Cooperation and 
_ Committee......... 44 Belats 9° eae eee Development indicated that Ca- 


| Ten ideas to save some 
municipalities money ...... 10 





| Rural community helps 








jieBlicss ek eesee 12 
Quiet revolution in 
ee eRe a See 13 
Royal commission calls for 
an end to transportation 
SUBSICIOS iizedster 17 
Canadian businesses 
hooked on government 
SUDGIGIOS vessi ic ci aus istenvas 18 
Tax dollars for making 
MOVIOS ocean araeontenrc. 19 
Inefficiencies in medicare 
waste billions of 
fax GAS cores enne at 20 
Ontario's deficit............... 21 
World Bank study says 
employees, governments 
and taxpayers benefit from 
Privatization .........sscsecees 22 
Taxpayers oat 

tical 





is in rorbae. Bee See 2B 


The Canadian Taxpay- 
ers Federation is a feder- 
ally incorporated, nonprofit 
organization. Our purpose 
is to promote the responsi- 
ble and efficient use of tax 
dollars and to provide the 
public with information 
about government spend- 
ing and policy. Founded in 
1989, the Federation is in- 
dependent of all political or 
institutional affiliations and 
is entirely funded by sub- 
scriptions and free will con- 
tributions. 


Cost: 

The Taxpayer and The 
Taxpayer Supplement are 
published six times a year 
| by the Canadian Taxpayers 
Federation. There is a sub- 
scription charge of $55. 
Additional donations are 
also necessary to fund the 


cacy activities of the Cana- 

| dian Taxpayers Federation. 

For more information 

write: #200-1315 Scarth 

Street, Regina, Sask., S4R 

| 2E7. Phone (306) 352- 
7199. 


© All material in The Tax- 
payer is copyright. Copy- 
right owner is the 
Canadian Taxpayers Fed- 
| eration. Permission to re- 
print can be obtained by 
| writing: 


Saskatchewan: #200 - 
1315 Scarth Street, Re- 
gina, Sask., S4R 2E7 
Phone: (306) 352-7199 
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In October of 1992, the fed- 
eral government’s Prosperity In- 
itiative issued a report entitled 
"Inventing Our Future." The re- 
port talked about reducing the 
size and cost of government 
while calling for the estab- 
lishment of a permanent Pros- 
perity Council, a national 
quality institute, a centre of ex- 
cellence for sustainable develop- 
ment, and a Canadian forum of 
learning. 

If all of these recommenda- 
tions were adopted, Canadians 
would be subjected to yet more 
studies, commissions, hearings, 
and conferences, all of which 
would undoubtedly conclude 
what ordinary Canadians have 
known all along - government is 


answer 

Canada’s culture, constitu- 
tion, technological prowess, 
education, and health systems 
have been studied to death, and 
our country is no better for it. 
Unemployment is rising, people 
have less money in their pockets, 
and our young people are be- 
coming increasingly unemploy- 
able in an_ increasingly 
technological world. One can 
only wonder how a new round of 
commissions and government 
studies will be more successful 
than they have been in the past. 

Canada is littered from the At- 
lantic to the Pacific with eco- 
nomic disasters which were 
initiated by or funded by govern- 
ment. The problem in each case 
was that government had 
stepped outside its "Peace, Or- 
der, and Good Government" 
mandate into areas in which it 
had no particular ability provid- 
ing assistance for which there 
was no real need. 


nadians spend more on educa- 
tion than any of the 20 most 
industrialized countries. Never- 
theless, there are those who say 
government must spend even 
more, while many of our chil- 
dren are graduating without the 
basic skills they need to compete 
for the high tech jobs of the fu- 
ture. Clearly the problem is not 
the amount of money being 
spent, but how it is being spent. 


Governments not the only 
problem 

The problem is not limited to 
government. Ordinary Canadi- 
ans have accepted it as their right 
to receive tax dollars for re- 
search and development or to 
start a business or train their 
staff. The result is inefficient, 
uncompetitive businesses envel- 
oped in a welfare mentality from 
which they cannot get free. 

How did we get to this point? 
Canada is a country that has been 
blessed with rich natural re- 


been forced to borrow the money 
needed to maintain the expen- 
sive programs and services to 
which we have become accus- 
tomed. This state of affairs can- 
not be allowed to continue 
unchecked. 

What, then, is to be done? 
Governments must take the in- 
itiative to reduce their size, both 
through efficiencies and through 
program and service reductions. 
We can no longer afford to force 
feed dying industries or to give 
social services to millionaires. 
Taxes must stop growing and 
eventually decline. If we are to 
have an economic climate where 
businesses can be successful, 
employment can increase, and 
people can have a reasonably 
good standard of living, then 
governments in this country 
must consider it a moral impera- 
tive to get their house in order, 
and to do so by cutting their own 
size. Only then will Canadians 
be able to face the future with 
any degree of confidence. 





MLAs remain unaccountable 


by Craig Docksteader 

At a time when Canada is 
drowning in a sea of public debt, 
the issue of unaccountable ex- 
pense allowances for MLAs may 
at first glance appear to be triv- 
ial. With the total net public 
debt for the federal and all pro- 
vincial governments running at 
over $625 billion (the equivalent 
of over $90,000 for a family of 
four) and rising at an increas- 
ingly rapid rate, it would seem 
that worrying about the spending 
of a few thousand dollars would 
do little to reduce spending, cut 
waste, or balance budgets. De- 
spite this, the issue of account- 
ability refuses to go away. 

In fact, over the last little 
while, it has gained a significant 
profile in a number of provinces, 
including British Columbia, Al- 
berta and Saskatchewan. In 
B.C., the controversy has sur- 
rounded the use of MLA con- 
stituency office allowances and 
whether or not the allowance 
was being spent appropriately. 
In Alberta, it was alleged that the 
MLAs’ housing allowance, in- 
tended to defray accommodation 
costs for MLAs from constituen- 
cies outside of Edmonton, was 
being used inappropriately by 
some members. In Saskatche- 
wan, it became known that the 
RCMP was conducting an inves- 
tigation into the handling of cer- 
tain MLAs’ expense allowances. 

The issue is essentially the 


same each time: Are there suffi- 
cient controls on the use of ex- 
pense allowances to ensure 
accountability of these public 
funds? In each of these cases, 
and in many others across the 
country, the answer to this ques- 
tion is a resounding "no". When 
MLAs are entitled to expense al- 
lowances, which in some cases 
amount to more than $100,000 
over the course of their term, 
without ever having to submit a 
receipt to prove an expense was 
incurred, the door for abuse is 
left wide open. Consequently, 
whether the expense allowances 
are ever abused or not, a spectre 
of uncertainty lurks over the is- 
sue, transforming itself into sus- 
picion and mistrust at the least 
hint of abuse. 

Ironically, the solution to this 
problem which seems to persist- 
ently plague the keepers of the 
public purse is taught in most 
first year accounting courses. 
Accountants call it a "paper 
trail", but what it boils down to 
for MLAs is simply submitting 
their receipts or similar docu- 
mentation of expenses in order 
to receive reimbursement. To 
suggest that members of the leg- 
islative assemblies across the 
country should be submitting re- 
ceipts, rather than being paid al- 
lowances outright, is neither 
unreasonable nor without prece- 
dent in Canada. In Newfound- 
land this has been the accepted 





practice for a number of years. 
Likewise, MLAs in Manitoba 
are required to submit receipts 
with most requests for payment 
of an expense allowance. In 
other provinces such as Nova 
Scotia and Ontario, similar poli- 
cies govern selected expense al- 
lowances. In cases where such 
basic accounting rules are not 
applied members leave them- 
selves wide open to suspicion 
and even accusations. When 
abuses do come to light, the ac- 
companying shadow of suspi- 





cion is cast on all MLAs, not just 
those guilty of the abuse. 
Although it would have little 
impact on our growing debt cri- 
ses, basic changes such as how 
MLA expense allowances are ac- 
counted for are far from being 
trivial in the eyes of taxpayers. 
Such changes help to ensure that 
MLAs retain taxpayers’ trust and 
confidence in the little things, 
the significance of which can 
perhaps be best captured by the 
saying, "He who is faithful in 
little will be faithful in much." 
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Politicians must be accountable for their expe Se 
allowances. 
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Canada’s loomin 
debt crisis 














A study conducted by the 
C.D. Howe Institute indicates 
that Canada’s debt crisis is 
even greater than most Cana- 
dians realize. 

The Institute recently 
brought together a number of 
prominent economists from a 
variety of sectors to discuss 
the debt situation faced by Ca- 
nadian governments. Their 
conclusions were disturbing, 
particularly for those who 
have been arguing that the 
debts of the provinces and the 
federal government are of lit- 
tle concern. The discussion 
culminated in a warning that 
Canada was facing a foreign 
exchange crisis, which will 
force governments to make 
deep cuts in government pro- 
grams if they did not take im- 
mediate action to rein in their 
Own spending. 

An increasing reliance by 
Canadian governments on for- 
eign lenders to finance the 
country’s ballooning debt is 
the main cause of the looming 
crisis. Currently, over 30% of 
Canadian government debt is 
financed outside the country, 
putting our governments in- 


Nova Scotia 





creasingly at the mercy of for- 
eign lenders. The participants 


felt that the situation might | 


lead to a sudden refusal of in- 
ternational lenders to lend Ca- 


nadian governments any more | 


money, and many in the group 
felt that day would come 
sooner than anyone has to this 
point expected - as early as 
two or three years from now. 

What gives added urgency 
to their warnings is that this is 
exactly what happened last 
year to Sweden and Italy, 
countries which were forced 
to make deep cuts to entitle- 
ment programs such as old 
age security to satisfy their 
foreign lenders. Edward 
Neufeld of the Royal Bank 
said there are "all kinds of ex- 
amples where in one week 
countries went from being 
able to float issues to not be- 
ing able to do so." The Bank 
of Nova Scotia’s Peter 
Nicholson agreed, suggesting 
that there is a limit to how 
much tolerance foreign lend- 
ers will have for continued 
Canadian deficits, and that 
this limit "is likely to be 
reached rather suddenly and 


Amusement games no 
joke for taxpayers 


n 


Since 1989, Nova Scotia taxpayers have coughed up 
$22.5 million to construct and operate the Upper Clements 
amusement park, located 5 miles east of Annapolis Valley in 


Nova Scotia. 


This year, the park ran a deficit of $800,000 which the 
government has agreed to pick up. This matches the deficit 
for 1991 but is down from the 1989 deficit of $2.2 million 
and the 1990 deficit of $1.9 million. 

One of the unique features of the park is that there is no 
entrance fee, and people only pay for the services or rides 
they use. However, since its inception the total government 
funding has worked out to the equivalent of $100 for a family 
of four in Nova Scotia, whether they visited or not. 

Despite this contribution by taxpayers, interest in the park 
is on the decline as attendance has dropped from 280,000 in 


1991 to 246,000 this year. 











without a lot of warning.” 

Despite the urgency of the 
Situation, participants were 
pessimistic about the pros- 
pects for decisive action in 
light of upcoming elections in 
Quebec and at the federal 
level. They also cited insuffi- 
cient concern about the prob- 
lem by other provincial 
governments, and singled out 
Ontario as the province show- 
ing the least concern. They 
also stated that the current 
economic climate in Canada, 
with a slow rate of recovery, 
continued high unemploy- 
ment, low inflation, and per- 
sistently high real interest 
rates, would make deficit re- 
duction even more difficult. 

There was aconsensus that 
the answer to high deficits did 
not lie in major tax increases, 
arguing that Canadians are al- 
ready taxed to the hilt. C.D. 
Howe Economist Irene Ip did 
suggest, however, that be- 
tween $2 billion and $4 billion 
could be generated in new tax 
revenue simply by eliminat- 
ing the ill-considered give- 
aways and unnecessary tax 
credits which don’t generate 
any economic activity and are 
available to relatively few tax- 
payers. 


The participants were in | 


agreement that spending cuts 
at the federal and provincial 


| level must be the primary 
| means of dealing with defi- 


cits. Burns Fry analyst Ed- 
ward Carmichael pointed out 


| that the main difficulty will be 


in having the various finance 
ministers agree on a plan of 
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action that will coordinate the 
efforts of the federal and pro- 
vincial governments. He 
pointed out that the debt bur- 
den of all eleven governments 
has risen from 29% of the 
country’s total annual produc- 
tion of goods and services in 
1975 to 96% in 1993, a level 
that he called "dangerously 
high." 

Neil Johnson from Nesbitt 
Thomson agreed that the 
debts of the federal and pro- 


| vincial governments are too 


high, and must be brought 
down by cuts in spending. 
His firm studied what would 
happen if governments simply 
allowed economic growth to 
deal with their deficits. The 
study found that, even under 
the most optimistic condi- 
tions, with annual real growth 





of 4% and inflation held to 
2%, governments would still 
be running deficits at the turn 
of the century. He called for 
"changes in government proc- 
esses, not just programs - 
Streamlining of services, bet- 
ter delegation, and separation 
of authority." 

One message that came 
through clearly is that govern- 
ments can still make reduc- 
tions in expenditures on their 
own rather than being forced 
into it by foreign lenders. The 
report concluded with this 
warning: "The damage to Ca- 
nadian living standards of a 
fiscal retrenchment, forced by 
an abrupt end to investors’ 
willingness to buy Canadian 
debt, would be far greater than 
that of a timely, controlled 
budget-balancing process.” 





Irene Ip of the C.D. Howe Institute speaking at the re- 
cent Canadian Taxpayers Conference in Calgary. 
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Black anniversary - 23 years since federal 
budget balanced 


March 31, 1993 will be an 
important anniversary for Cana- 
dians. That day will mark 23 
years since a Canadian federal 
government balanced its budget. 


What does that mean for Ca- 
nadians? It means that if you 
were bom after March 31, 1970, 
there hasn’t been a balanced 
budget in your lifetime. It 
means that the average family of 
four has seen its share of the 
federal debt grow 1,857%, from 
$3,500 to $65,000. It means that 
the federal government is 


spending 11x the amount it 
spent in 1969-70, while the av- 
erage family income has only 
increased sixfold. It means the 
federal government now spends 
more on interest on the national 
debt than it spent in total just 17 
years ago. 


Canada’s economy 
threatened 
The threat to Canada is real. 


The more that is robbed from the 
economy in non-productive ac- 


"Iam deeply concemed that Parliament - and indeed the govern- 
ment - has lost, or is close to losing, effective control of the pub- 


lic purse." 


- J.J. Macdonell, Auditor General of Canada, 1976 





tivities, such as paying interest 
on the national debt or unneces- 
sary and wasteful government 
spending, the less that is avail- 
able for productive activities 
that would improve the econ- 
omy. 


And until something is done 
about it, the problem can only 
get worse. If current federal 
government spending levels are 
maintained, the government’s 
debt rises by $64,500 per min- 
ute; every hour it increases by 
almost four million dollars, and 
every day it jumps another $94 
million! 


Taxes higher because of 
debt 


The interest on the national 
debt by itself increases your 
taxes by one third! Think about 
it - if you presently pay $10 
thousand each year on all levels 
of federal taxes, the interest be- 
ing paid on the debt costs you 
$3,300 per year. How much 
better it would have been had the 
government continued to bal- 
ance its budget over the last 23 
years! 


It is becoming increasingly 
common for special interest 
groups to call for increases in 
government spending. Some 
even suggest ways the govern- 
ment can cut spending so that 
their pet project can be funded 
with the "savings". The prob- 
lem is that the government must 
borrow every dollar it spends on 
unnecessary or additional 


spending. As a nation, we sim- 
ply cannot afford to increase the 
cost of government any more. 
As taxpayers, we cannot afford 


The man who is in the best 


position to do something about 
the government’s overspend- 
ing is Finance Minister Don 
Mazankowski. However, Mr. 
Mazankowski does not seem 
to be committed to solving the 
problem. He has consistently 
maintained that his govern- 
ment is reducing spending, yet 
spending continues to grow. 
As recently as the govern- 
ment’s December, 1992 eco- 
nomic statement, the Finance 
Minister claimed the govern- 
ment would cut spending in 
1993-94 by eight billion dol- 
lars. However, the cut he re- 


the taxes we’re already bur- 
dened with, much less an in- 
crease to pay for more 
overspending. 


fers to is of money the govern- 
ment had hoped to spend, not 
actual spending. (Total 
spending will actually in- 
crease by $1.7 billion dollars!) 


In fact, it has been 35 years 
since a federal Finance Minis- 
ter has actually reduced the 
amount of government spend- 
ing below that of the previous 
year. The legacy of thatrecord 
has been devastating. While it 
took 100 years for Canada to 
pile up a $17.22 billion net 
debt, just 20 years later the 
debt has risen to nearly $460 
billion - a 2,656% increase. 





Interest payments on the federal debt 


In billions of dollars by year 
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Canadian federal deficits since 1968 


(In billions of dollars by fiscal year) 


Pierre Trudeau Joe Clark Pierre Trudeau Brian Mulroney 
1968-69 to 1978-79 1979-1980 4980-81 to 1983-84 1984-85 to 1992-93 
Total deficit - 11 years Total deficit Total Deficit - 4 years Total deficit - 9 years 
$45.562 billion $11.883 billion $92.2 billion $289.637 billion 
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“We do not want Canada to ile 
be the type of society where ; : 
everything comes from the 
state. Therefore there will not 
be any large new social “ae 2G 
programs nor greatly sauu we stig 
increased government La 
spending." - Jean Chretien, .” 4 
Finance Minister, 1977 é 
' " j "As a national government, 
ar we’re going to have to 
; practice the financial 
: restraint that we ask of 
= ume others." - Joe Clark, 1978 
"| believe we must reduce our om” 
deficit and our borrowing ’ ' 
requirements substantially -  « :. 
even more than | proposed a 
year ago.... | have set myself “ss 





Alberta Archives 






National Archives of Canada 


the task of cutting back the 
deficit in the next two fiscal 
years." - Allan J. MacEachen, 
Finance Minister 1981 





“34.4 
"How can a government call 34.6 


on the nation to restrain itself 
when its own record is an 
unbroken string of fiscal 
excesses?" - Brian Mulroney, 
1983, in speech delivered 
while Leader of the Opposition 
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People Power - Referendums and Initiatives 





What is direct democracy? 


From rolling back taxes in 
California, to giving women 
the right to vote in British Co- 
lumbia, direct democracy has 
provided citizens with a direct 
say in how their government is 
run. Through this process, 
commonly known as referen- 
dums, people decide for them- 
selves what type of life they 
want and where they want their 
money spent. In essence, they 
define their country and cul- 
ture instead of leaving the task 
to a few of the elite. The fol- 
lowing briefly defines the vari- 
ous processes used in direct 
democracy. 


Referendums 


Initiated by government (as 
was the case in the Oct 26 ref- 
erendum), referendums allow 
citizens to determine their own 
future. The results are binding 
on governments requiring 
them to either stop or initiate a 
prescribed course of action. 

In some instances, referen- 
dums are only binding on the 





by Patrick Boyer, MP, QC 


Our system of government 


depends ultimately upon the: 


consent of the people being 
governed. Canada is not a dic- 
tatorship where tyrannical 
force is used to obtain public 
acquiescence to the measures 
and programs of government. 
Nor is it a theocracy where we 
follow the dictates of our lead- 


ership because of blindly obe- | 


z 
8 
a 
” 
o 
= 
= 
S 
= 
Ss 
Sh 
2 
2 
oO 
3 
“oe 





government that initiated the 
process. This was the case in 
B.C. where, in conjunction 
with their provincial election, 
citizens voted overwhelmingly 
in favour of the right to recall 
their MLA and to initiate refer- 
endums. The vote, initiated by 
the Social Credit government, 
was not binding on the NDP 
government that won the elec- 
tion. Some governments also 
use "non-binding" referen- 
dums that are essentially no 
different than plebiscites de- 
fined below. 


Citizen initiated 
referendums 

Through this process, citi- 
zens are given the right to initi- 
ate referendum votes on 
certain issues and the results 
are binding on government. 
Petitions containing the signa- 
tures of a predetermined num- 
ber of people (eg. 10% of the 
votes cast in the previous elec- 
tion) automaticaliy triggers a 
referendum vote on the issue. 


dient religious faith. Ours is a 
democracy where, at the end of 
the day, there simply must be 
public consensus about where 
we are going, and general 
agreement on how to get there. 
Without consent, the whole 
elaborate sy stem, the commer- 
cial marketplace, the accep- 
tance of laws and norms of 
behaviour - will corrode until it 
collapses. 


How are we to achieve con- | 


Prime Minister Wilfred Laurier sponsored a resolution calling for a national 
vote on conscription. 














There are usually constraints 
on how much time can be used 
to collect the signatures. 
Through this process, people 
can initiate their own laws or 
even stop unpopular ones. 

When politicians in the 
state of Washington gave 
themselves a massive pay in- 
crease (the governor’s jumped 
by 45%) a petition was initi- 
ated which forced a state-wide 
vote that saw the pay hike 
overwhelmingly rejected. 
Limits are sometimes placed 
on what can be initiated. For 
example, some jurisdictions 
disallow initiatives that would 
increase government spend- 
ing. 


Plebiscites 

Plebiscites differ from ref- 
erendums in the fact that gov- 
ernments are not legally bound 
to abide by the results. How- 
ever, any government that con- 
siders itself democratic would 
have a moral obligation to ful- 
fil the wishes of the people it 


sent, this indispensable glue of 
a democratic society? Elec- 
tions every four or five years? 
Opinion polls? First ministers’ 
meetings? One method, that of 
diffusing amongst the elector- 
ate a greater sense of personal 
responsibility for the actions of 
government, Vernon Bogdanor 
has noted, results in govern- 
ment decisions acquiring 
greater authority and legiti- 


macy because they are based | 


upon a wider degree of sup- 
port. 
Because the major issues 


facing Canada now are as | 


much political and psychologi- 


cal as they are economic or | 


technical, the all important 


educative role of referendums | 
and the consent that can be cre- | 


ated by an inclusive and par- 


| ticipatory approach are both 


vital. The environmental and 
social behaviour challenges 
currently facing our country, 
for example, cannot simply be 
resolved by a mechanical ap- 


| plication of legal rules or pre- | 


cepts of the social sciences; 
they depend crucially upon the 
mobilization of popular con- 
sent. 

"This consent requires that 


there be in the political system 
| some focus for the public inter- | 
| est,” says Bogdanor, adding 
| that this interest would come 


about through "a feeling that 
the policies of a government 








claims to represent. 
Plebiscites were used in 
conjunction with the last pro- 
vincial election held in Sas- 
katchewan in 1991. At that 
time, the Saskatchewan elec- 


Manitoba Archives 


torate voted overwhelmingly 
in favour of balanced budget 
legislation. Unfortunately, the 
government has yet to respond 
to the people’s call for fiscal 
responsibility. 


ee 
This photograph was taken Dec. 23, 1915. The Political Equality Leaque had 

gathered a petition calling on the government to give women the right to vote. 
Efforts such as this finally led to a plebiscite vote. Top - Mrs. A. Thomas and 
Mrs. F. Dixon; bottom Dr. Mary Crawford and Mrs. Amelia Burrit of Manitoba. 


Referendums - the people's mandate 


reflect more than merely the 
interests of its supporters" and 
that such a community of inter- 
est "cannot be assumed, but 
must be constructed through 
intelligent political action.” 
Of course, many of the is- 
sues of immediate concern to 
most Canadians in the social 


| and economic sphere are not 


simple, and they could not be 





readily solved through a single 
direct vote of the people. Nor 
can such complex and inter- 
connected decisions be sepa- 
rately referred to the voters. 
Direct voting - like everything 
else involving the exercise of 
Statecraft - must be used intel- 
ligently. This book gives a 
number of examples of wise 
and unwise uses. Where refer- 


Patrick Boyer - "| listened in disbelief as a fellow MP explained why referen- 
dums were not a good idea. ‘I was talking with some ladies in my constitu- 
ency, and they had no clue about even the basic aspects of government. How 
could they be entrusted to vote on the important issue facing the country?’ he 
asked. This from a man who was sitting in Parliament because he had been 
elected by those same people!" 
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People Power - Referendums and Initiatives 





Switzerland is the most 
creditworthy country in the 
world according to the Institu- 
tional Investors magazine, and 
it may be no coincidence that 
Switzerland is also one of the 
few countries where its Citi- 
zens have the legal power to 
restrain the tax and spend hab- 
its of their politicians. 

Since 1848, the Swiss have 
had a direct say in how the 
country is run through referen- 
dums and initiatives. Over the 
years, this has allowed them to 
repeatedly stop unnecessary 
government spending, as they 
did in 1975 and again in 1976. 
In 1977, they also stopped their 
equivalent of a GST. 

As aresult of its citizen con- 
trolled versus politically con- 
trolled democracy, the Swiss 
have been able to regulate the 
growth of taxation and govern- 
ment spending. They have 
even been able to stop politi- 
cians from padding their pock- 
ets with excessive perks and 
salaries. In the end, the politi- 


endums and plebiscites can be 
appropriately used, however, 
they additionally serve the fun- 
damental role of creating con- 
sent for the actions of 
government, taken through 
parliamentary voting. 


Patterns of 
anti-democratic 
thought 


Yet a countervailing attitude 
also operates within Canada 
today. This anti-democratic 
attitude accepts democracy if 
necessary, but not necessarily 
democracy. Those having this 
outlook prefer a controlled de- 
mocracy. This is the Canada 
that believes in deference to 
authority and that stresses the 
values of peace, order, and 
good government. Tourists 
from abroad marvel at how 
tidy and efficient our cities are. 
In government as in urban liv- 
ing, Canadians love orderli- 
ness. The same mindset that 
has bequeathed us a smother- 
ing thicket of laws to govern 
the minute details of our daily 
living has been present to keep 
us from the disorderly conduct 
of an easy-going democracy. 

Puritanism, extended from 
religious dogmas into codes of 
personal conduct aimed at the 
moral uplift of society as a 
whole, was in turn carried 
through into political puritan- 











cal system has been forced to 
become more accountable to 
the electorate, because its resi- 
dents can challenge any law in- 
itiated by its politicians. 


How it works 

First, any changes to the 
constitution must be put to a 
national vote. Not only is ama- 
jority vote required, but a ma- 
jority of their cantons (similar 
to Our provinces) must also 
vote in favour of the change. 

Secondly, the signatures of 
50,000 Swiss voters can force 
any federal bill to be put to the 
vote of the Swiss electorate. 


ism, which has produced a tan- 
gible expression of denial. 
Some of the oldest institu- 
tions, such as the Senate, 
which still bedevils Canadian 
political and parliamentary 
life, were expressly designed 
to curb the popularly elected 
assemblies, to provide "sober 
second thought” after elected 
representatives, implicitly “in- 
toxicated” by their power, may 
have acted rashly (that is, in a 
way in which the governing es- 
tablishment did not approve). 


Saskatchewan Archives Board 


Election officials waiting for voters to 








Three months are given to col- 
lect the required names. De- 
spite what many would think, 
government has not ground to 
a halt. For example, during 
one 20 year period only 23 bills 
were challenged and of those 
12 were defeated. In effect, the 
Swiss have trained their politi- 
cians to pass legislation that 
they want. 

Thirdly, if Switzerland 
wishes to join an international 
organization or enter into trea- 
ties with other countries, the 
question must be put to a na- 
tional vote. Both a majority of 
the citizens and a majority of 
the cantons must vote in favour 
before the government can 
move ahead. As well, any 
treaty that extends longer 
than 15 years can be chal- 
lenged to a referendum vote 
through a petition of 50,000 
signatures. As a result of this, 
the Swiss have fiercely main- 
tained their neutrality and 
have not become a member of 
the United Nations. 


Quite apart from institu- 
tional manifestations of anti- 
democratic thought, attitudes 
can be found in many quarters 
of Canada today which pro- 
ceed from the unspoken prem- 
ise that the people simply 


| cannot be trusted. This denial 


of any genuine role for the peo- 


| ple in our system of govern- 


ment is itself a betrayal or 
disavowal of the core, given 
that our society is a democracy. 
I listened in disbelief as a fel- 
low MP, several years ago, ex- 
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approve direct democracy legislation. 


Photo taken November 27, 1913. 








Finally, ordinary Swiss citi- 
zens Can initiate constitutional 
changes through a referendum 
vote once they have gathered 
100,000 signatures calling for 
such a vote. 

So with its citizens firmly in 


National Archives of Canada 


control, it should come as no 
Surprise that on a per capita 
basis Switzerland has one of 
the smallest civil services, the 
lowest tax rates and the lowest 
level of government spending 
in Europe. 


Campaigning on the national Conscription vote - Referendums get people in- 
volved 


plained why referendums were 
“not a good idea." "I was talk- 
ing with some ladies in my 
constituency, and they had no 
clue about even the basic as- 
pects of government. How 
could they be entrusted to vote 
on an important issue facing 
the country?" he asked. This 
from a man who was sitting in 
Parliament because he had 
been elected by those same 
people! 

Lamentably, it is at this su- 
perficial level that the assess- 
ment of participatory 
democracy usually ends. It is 
time to take the analysis a little 
deeper and show how these 
patterns of anti-democratic 
thought have actually served 


us poorly. 


An energizing degree 
of self-government 
Other democratic govern- 
ments have not been timid 
about using plebiscites and ref- 
erendums, Australia resorts to 
referendums on constitutional 
matters, and submitting ques- 


; tions to voters in the United 


States has long been an integral 


part of that country’s system of | 
government - one that occa- | 
| sionally sends seismic waves 


throughout the North Ameri- 
can political culture, as with 











the 1978 "Taxpayers’ Revolt” | 


on Proposition 13 in Califor- 





nia, when the sovereign public 
voted to impose ceilings on 
their government’s spending. 
In the United States, most state 
constitutions contain provi- 
sions enshrining the right of 
citizens to vote on certain laws. 
Even in the United Kingdom, 
the "mother" of most of the 
world’s parliamentary democ- 
racies, a final coming-of-age 
occurred when three plebi- 
scites were held in the 1970s. 

Canada’s democratic proc- 
ess, under increasing criticism 
for not providing sufficient 
voice to the public at large, 
can be broadened and 
Strengthened through greater 
use of referendums and plebi- 
Sscites, not in a frivolous way, 
but as an effective means of 
helping Canadians achieve an 
energizing degree of self-gov- 
ernment. 

It is usually a wise practice, 
when facing uncertainty or 
having to choose among con- 
flicting alternatives, to let in- 
tuition be one’s guide. At this 
juncture, we Canadians can 
prove the wisdom of this ap- 
proach by giving greater reign 
to our democratic instinct. 


Reprinted from "The People’s 
Mandate" by Patrick Boyer. Pub- 
lished by © Dundurn Press. If 
you are interested in ordering 
this book refer to page 15. 
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People Power - Referendums and Initiatives 





Rein them in! 


Citizen initiated referendum stops tax increases 


With a single citizen initi- 
ated referendum, the people of 
Colorado have slammed the 
door on future tax increases 
from their local and state gov- 
ernments unless the increases 
are first approved by the vot- 
ers. At the same time, they 
barred the government from 
increasing spending above in- 
flation and growth in the popu- 
lation without approval. 

The campaign to require 
voter approval for the Taxpay- 
ers Bill of Rights was led by 
Douglas Bruce, a former 
prosecutor who believed that 
taxes were rising faster than 
the ability of taxpayers to pay. 
According to Bruce, "It’s our 
government, and we should be 
allowed to tell the government 


how much government we can 
afford." 

Opponents of the measure 
used arguments that are famil- 
iar to most Canadians. The 
main argument was that the 
flexibility of those who are 
elected to office shouldn’t be 
taken away. Bruce points out 
that what opponents were re- 
ally saying is that government 
should have the ability to reach 
into our pockets and take away 
our money to fund their pet 
project. He says, "That was 
the heart of the argument - we 
elect, in effect, dictators, and 
our only recourse is to wait two 
or four years to vote them out 
of office if we don’t like what 
they’re doing. In the mean- 
time, they’re destroying the 


economy, lining their pockets, 
and paying off their friends." 

Colorado’s Legislative 
Council Staff prepared an 
analysis for the State Legisla- 
ture on what the impact would 
have been had the measure 
been in place for the past ten 
years. Their report found that 
taxpayers would have saved 
over a billion dollars in the fi- 
nal six years of the period stud- 
ied. 

This is particularly note- 
worthy because Colorado’s 
state constitution forbids defi- 
cit financing and limits the 
debt of the state to only five 
million dollars. 

In Canada, where deficit fi- 
nancing has become the norm 
at both the federal and provin- 


cial level, a controlled spend- 
ing law such as the one Colo- 
rado voters have given 
themselves would signifi- 
cantly reduce government ex- 
penditures. If such a law had 
been implemented at the fed- 
eral level in 1982, government 
spending over the following 
ten years would have been re- 
duced by $75 billion, and the 
national debt would have been 
reduced proportionately. 
More importantly, the govern- 
ment would be much closer to 
balancing its budget, with at 
least six billion dollars being 
saved annually in interest costs 
alone. 

There are those who say our 
country can’t afford to give 
citizens the right to rein in gov- 


ernment through citizen initi- 
ated referendums. Based on 


the Colorado example, we 
can’t afford not to. 





Douglas Bruce - Led the fight to stop 
tax increases through a 
citizen-initiated referendum 


Direct democracy at work in Rossland, B.C. 


by Dean Smith 
If you’re looking for a place 
where politicians actually lis- 
ten to taxpayers, try Rossland, 
B.C. In June 1991, its 3,500 
residents received the right to 
initiate or stop city bylaws 
through referendums. Their 
first two attempts saw them 
stop a 50% pay increase for the 
city’s councillors, as well as 
give approval to a tax increase. 
Referendums force politi- 
cians to justify their spending 
and tax rates instead of just 
ramming them down peoples’ 
throats. From Rossland’s ex- 
perience, it would appear, peo- 
ple are prepared to support 
necessary spending when 
given the opportunity to exam- 
ine it and consider its merits. 
In Rossland, a referendum 
is triggered by a petition con- 
taining at least 20% of the 
names of registered voters. It 


can be used in one of two ways. | 


First, before a bylaw can be 
passed it must first be adver- 
tised, and if a petition is re- 
ceived within 30 days, it must 
then be put to a vote for final 
approval. Secondly, citizens 
can introduce bylaws using the 
same procedure. In addition, 
city council can initiate its own 
referendums. 

According to Andre Carrel, 
Rossland’s administrator, the 
idea of using referendums was 
prompted by a controversial 
land decision made by a prior 
council. At that time, the atti- 
tude prevailed that if people 
didn’t like council’s decisions 
they could vote them out the 








next election. In the mean- 
time, "the damage is done," 
Carrel says; "Getting to vote 
for somebody else is little con- 
solation.” 

As well, B.C. had changed 
from annual municipal elec- 
tions, which had provided 
council with a yearly measure 
of the public mood, to an elec- 
tion every three years. With 
these changes, some felt coun- 
cil would lose touch with the 
community and start making 
decisions in spite of what peo- 
ple think or want. Carrel refers 
to this as the "tough decision 
syndrome" and said it doesn’t 
take much to cross the thin line 
from "being an elected leader 
to being an elected ruler." 

Following the controversy 
over the land decision, some 
councillors proposed binding 
referendums for Rossland as a 
possible solution to the public 
disenchantment. When some 
lawyers argued it would be il- 
legal to make referendum re- 
sults binding on council, they 
pushed ahead anyway. As Car- 
rel said, "Who’s going to take 
council to court for voting the 
way the people want them to 
vote?" 

Carrel also rejected the 


myth suggested by others that _ 
people don’t understand the is- | 


sues well enough to make these 
type of decisions. "On one 
hand,” he said, "we flog them 
to death with opinion polls, but 
come decision time, somehow 
or another they can’t handle 
it.... I mean, they’re going to 
end up paying for it anyway." 








Since its introduction there 
have been three referendum 
votes in Rossland. The first 
two took place in November 
1991. It became apparent that 
changes would be needed at 
the water treatment plant as a 
result of six cases of "beaver 
fever." However, instead of 
borrowing all the money and 
paying interest, council ap- 
proached the residents about 
building a cash reserve for the 
project while they figured out 
what to do. Their suggestion 
of a $100 across the board tax 
increase received overwhelm- 
ing approval. 


_ voters list by 10%. 





At the same time, Council 
introduced a bylaw to increase 
their pay by 50%, from $200 a 
month to $300. A petition was 
subsequently initiated to stop 
it, and the ensuing referendum 
saw the increase rejected by a 
2/3 vote. 

The third referendum, in 
May of last year, generated so 
much interest that people reg- 
istered who had never voted 
before, increasing the city’s 
Council 
wanted to expand the city’s 
boundaries to include an adja- 
cent ski area and its entire wa- 
tershed. Opponents circulated 


Direct democracy in Rossland, B.C. - There was so much interest in one refer- 
endum that people who had not participated in municipal elections registered 
so they could vote in the referendum. 








a petition bringing the issue to 
a vote. Environmentalists who 
wanted the city to control its 
water supply and businesses 
that saw the potential of the ski 
area campaigned on the pro 
side. 

"Council was just sitting in 
the back row and watching it 
all happen," Carrel said. 
"There were banners up and 
there was door-to-door cam- 
paigning. It was a remarkable 
exercise in people taking con- 
trol over shaping their commu- 
nity." The expansion received 
approval with over 60% sup- 
port. 

Then this past fall, when 
council tried once again to in- 
crease its pay, this time by 
35%, it was served with yet 
another petition. The issue 
will be voted on June 19. 

The referendum process 
has been a very positive expe- 
rience for Rossland. "Last 
year was probably the calmest 
year that I’ve ever experienced 
here in terms of citizen com- 
plaints about taxes, because 
they had an opportunity to 
shoot the budget and tax rates 
down and they didn’t," Carrel 
said. 

Some who have questioned 
the cost of the referendums 
have also signed petitions to 
initiate them. Carrel said there 
is a learning process going on 
as people are beginning to re- 
alize they need to examine the 
petition and see if the costs of 
government expenditures 
merit the benefits received. 
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"The respect of the people for Parliament and Parliamentarians is essential for a healthy democracy." 
Governor General Ray Hnatyshyn, May 13, 1991 


The House Management 
Committee oversees the run- 
ning of the House of Com- 
mons and its annual budget of 
$236 million. The following 
are some of the issues dis- 
cussed over the past year. 


Parliamentary 
Reform 


In April, a special sub- 
committee released a 29 page 
paper recommending ways to 
reform Parliament, including 
the idea of free votes in the 
House of Commons. It stated 
that party discipline, which 
forces members to vote ac- 
cording to their party’s posi- 
tion instead of that of 
constituents, is coming under 
increasing criticism. 


"The public seems to want 
members to be more inde- 
pendent, and not to adhere to 
a party line blindly, particu- 
larly in situations where the 
interests and wishes of con- 
stituents may conflict with 
those of the member’s party or 
government," *the report said. 


Our present system is 
based on the British tradition 
where government members 
vote in favour of a particular 
bill for fear its defeat would 
be an expression of non-con- 
fidence and could lead to the 
government’s defeat. Conse- 
quently, every vote becomes a 
test of confidence in the gov- 
ernment and party discipline 
is used to ensure members 


Trying to catch up to big brother 


Provincial government 
debt is rising so fast, the 
amount of the debt is doubling 
every five years. And there is 
no end in sight as provincial 
governments across Canada 
continue to see expenditures 
grow. No provincial or terri- 
torial government currently 
balances its budget, and the 
number of balanced provin- 
cial budgets over the past dec- 
ade have been almost 
nonexistent. 


Statistics Canada estimates 
that total provincial and terri- 
torial net debt (the govern- 
ment’s liabilities less its 
financial assets) will be 
$126.8 billion at the end of the 
current fiscal year. As a re- 
sult, the average Canadian 
family of four will be respon- 
sible for the equivalent of 
more than $18,000 in provin- 
cial debts. This, together with 
the $67,000 in federal debts 
the same family is also re- 
sponsible for, means a total 











vote accordingly. 
However, the system has 


| been changing in Great Brit- 


ain where, between 1972 and 
1979, there were 65 defeats of 
government measures. The 


committee concluded "recent 
British experience makes it 
clear that losing a vote, even 
on a financial measure, is not 
automatically a matter of non- 
confidence entailing either 
the resignation of the govern- 





ment or the dissolution of the 
Commons." 


If the issues of confidence 
and party discipline were re- 
moved, members could vote 
on the merits of the bill and 
represent their constituents 
instead of their political party. 


Cuts in Spending? 


After studying the 1992- 
93 estimates, the Committee 





Is it possible that the House may reform itself? 


indebtedness of $85,000 per 
family. 

Of greater concern is the 
fact that the rate of growth of 


provincial debts is rising at a 
staggering rate. Between 
1991 and 1993, provincial 
debts have risen more than 








recommended ways the 
House of Commons could cut 
its spending. 


1 . Parliamentary Food 
Services - The House of Com- 
mons has seven food service 
centres including the Parlia- 
mentary Dining Room, three 
cafeterias and three canteens. 
This year, these services will 
lose over $3 million, and this 
doesn’t include rent. The 
committee looked at ways to 
reduce this taxpayer subsidy. 
It looked at price increases, 
service and staff reductions to 
bring food services in line 
with the industry norms, and 
noted that administrative 
costs were nearly twice as 
high as the industry standard. 
Other options such as privati- 


| zation were also considered. 


2 . Householders - MPs 
are currently allowed to send 
out a maximum of 4 house- 
holders a year, which cost tax- 
payers $5 million a year. It 
was suggested that this num- 
ber be cut back. 


. Telecommunications - 
The committee stated that 
members need to be made 
aware of the ways they can 
reduce telephone costs, and 
noted that since MPs became 
aware of the long-distance 
charges made from their of- 
fices, the costs have dimin- 
ished considerably. In 
1991-92, the House of Com- 
mons spent $6.5 million on 
telecommunications. 


50%. In fact, government 
debts are the only part of the 
economy that did grow in that 
period! 


Net Debt - Provinces and Territories 


Source: Statistics Canada - in billions of dollars 





Source: Statistics Canada 











4 Travel - Members cur- 
rently receive 64 air travel 
points annually (one point 
equals one return trip within 
Canada). In 1991-92, each 
member spent an average of 
$38,000 in travel (both air and 
ground) for a total cost of 
$11.2 million. The committee 
received a number of sugges- 
tions as to how these costs 
could be reduced. Some of 
these suggested a reduction in 
the number of travel points 
MPs receive, while others 
suggested that travel be allo- 
cated regionally, since those 
closer to Ottawa would not 
need as many points as those 
further away. 


None of these suggestions 
have yet to be implemented, 
but it’s encouraging that some 
parliamentarians are con- 
cerned that the House of Com- 
mons should lead by example 
and show some fiscal restraint 
and reform. 


Spending 
cuts or 
nibbles? 


For the second year in a 
row the Senate has managed 
to cut its spending. The esti- 
mates tabled in the Chamber 
show that the Senate has man- 
aged to cut its spending by 
nearly 2% over the previous 
year. 


The Senate budget for 
1993-94 will be $42.6 million, 
down almost $1 million from 
the 1992-93 estimates, a 1.9% 
reduction. 


"The Senate is well aware 
of the need to share in the 
cost-cutting that is occurring 
in all areas of federal spend- 
ing," said Senator Therese La- 
voie-Roux, chair of the Senate 
Internal Economy Commit- 
tee, "I am pleased with the ef- 
forts made by both staff and 
Senators to keep costs in line 
with economic realities." 

The budget was trimmed 
across the board but specific 
savings were made in the ar- 
eas of printing and publishing. 
The Senate was able to make 
noticeable savings by mod- 
ernizing and improving the 
printing and transcribing sys- 
tems. As well, additional sav- 
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Ten ideas to save some 


municipalities money 


by Charles Bens 

Each year, municipal coun- 
cils go through the ritual of 
preparing a budget for the 
coming year, and each year 
they struggle to find places 


where they can save belea- | 


guered taxpayers some of 
their precious tax dollars. In 
the past few years, newly 
formed ratepayer groups have 
been established to assist in 
this process. 

However, the good inten- 
tions of council members and 
concerned taxpayers do not 
always produce wise spend- 
ing decisions. They are often 
unaware of where to look for 
the best cost savings and how 
to achieve them. The follow- 
ing suggestions are offered to 
provide some assistance to 
would-be municipal budget 
cutters. They are based on 
several years of budget analy- 
sis in many municipalities. 
However, the application of 
these proposals will vary from 
one municipality to another, 
and require thorough study 
before they are adopted. 


1. Refuse 
collection 


The Town of Oakville, in 
southern Ontario, has suc- 
ceeded in saving $240 thou- 
sand a year in refuse 
collection costs through a 
combination of recycling 
measures and the adoption of 


| practices. 








| more efficient trash collection | 
The town has | 


switched to a one man truck 
system, which reduces costs 
20-40% from the traditional 
two and three person crew 
system. 

There are a variety of one 
person truck systems, al- 
though they usually involve a 
mechanical claw that picks up 
refuse barrels from the curb. 
The most common system in- 
volves a side loading truck 
which loads from the right 


side. The driver steps out to | 


load the truck, and then pro- 
ceeds quickly to the next stop. 


2. Fire 
protection 


As financial resources 
continue to dwindle, there is a 
growing recognition that pay- 
ing firefighters handsome 
salaries to sit at the station 
waiting for a fire to occur is 
inefficient and costly. Some 
municipalities have required 
their firefighters to take on 
other duties, such as rebuild- 
ing or even constructing fire 
trucks or repairing parking 
meters. Others have imple- 
mented comprehensive in- 
spection and fire prevention 
programs which utilize the 
knowledge of these highly 
trained employees. Such pro- 
grams have proven highly 
successful, and often lead to 
reductions in property loss 


Delayed road repairs usually end up costing more due to accelerated 
road deterioration. Many European countries have gone to a more ex- 
pensive road construction method that reduces maintenance costs 
considerably and doubles the life of the road. 





_ tional issue. 
| departments are usually gov- 





| 
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recognized as one of Canada’s foremost authorities on government performance measure- 


ment, and has helped governments save millions of dollars over the past 25 years. He was Executive Director 
of Municipal Research Bureau for 15 years. For the past 12 years he has operated his own management 
consulting company specializing in innovative budgeting and management techniques for governments. His 
study of urban problems has taken him to over 200 cities in North America and Europe. ; . 


and insurance premiums, sav- 
ings which benefit the entire 
community. Some forward 
looking municipalities have 
gone so far as to contract their 
fire protection services to pri- 
vate contractors, while others 
augment their force with more 
volunteers, allowing them to 
reduce the number of full time 
staff. 


3. Policing 


Acommunity’s police serv- 
ice is one of the most difficult 
municipal services to reform. 
The safety of our families and 
homes is important, and 
changes to policing is an emo- 
Further, police 


erned by autonomous boards. 
Nevertheless, there are sig- 
nificant opportunities to cut 
costs without sacrificing pub- 
lic safety simply by evaluat- 
ing the budget received by the 
department before it is ap- 
proved by the municipal coun- 
cil. 

The best way to reduce po- 
lice costs is to identify ways 
to use police more efficiently 
and thus provide the same 
level of service with fewer 
people. Some municipalities 
have reduced paper work per- 
formed by high salaried police 
officers by providing them 
with tape recorders and com- 





puters, allowing them more 
time for active police work. 
Many departments involve 
their personnel in crime pre- 
vention, drug awareness, and 
school programs, while others 
involve their officers in all 
phases of police work rather 
than segregating responsibili- 
ties. 

One reform that has been 
successfully implemented in 
Europe and throughout North 
America is to combine the fire 
department and the police de- 
partment to form a public 
safety department. This com- 
bination of fire and police can 
dramatically reduce the num- 
ber of employees since every 
employee is cross-trained and 
available as needed for emer- 
gencies. Whatever the re- 
form, the key is to remember 
that the police force belongs 
to and serves the citizens of 
the community, and should re- 
flect the community’s goals, 
values, and ability to pay. 


4. Snow 
Removal 


Most municipalities in 
Canada have sizable budget 
allocations for the removal of 
snow from streets and side- 
walks. In many cases, the 
amounts allocated for snow 
removal are higher than they 








should be because creative 
cost saving ideas are not 
passed on from one munici- 
pality to another. For exam- 
ple, the city of Kitchener 
eliminated standby private 
snow removal crews and cross 
trained parks and recreation 
staff to provide backup capa- 
bility, for a total saving of 
$150 thousand. Scarborough 
saved $120 thousand by 
evaluating snow removal 
equipment and using the most 
efficient equipment. 

Other cost-saving ideas in- 
clude allowing snow to accu- 
mulate to higher levels before 
removal, sharing equipment 
and personnel between neigh- 
bouring municipalities, and 
getting citizens and busi- 
nesses to clear their own side- 
walks. 


5. Road 
Maintenance 


Road maintenance is an- 
other very high cost item in 
most municipal budgets. 
Many municipalities waste 
money by not rebuilding 
roads when they should be- 
cause of short term budget 
constraints. This produces 
false cost savings in most 
cases because delayed road 
repairs usually end up costing 
more due to accelerated road 


deterioration. 

Many European countries 
have actually gone to a more 
expensive road construction 
method that reduces mainte- 
nance costs considerably and 
doubles the life of the road. 
They have realized the impor- 
tance of preventing problems 


rather than continually fixing | 


them or, worse yet, ignoring 
them. 


6. Management 


Virtually every municipal- 
ity in Canada has too many 
supervisors and managers 
compared to the private sec- 
tor. Businesses and public 
sector organizations are see- 
ing a trend to fewer managers, 
with those who remain being 
transformed from being the 
"boss" to being a coach or fa- 
cilitator. Staff are placed in 
teams, and take more respon- 
sibility for planning their 
work. At the same time, the 
ratio of managers to staff is 
changing from one manager 
for every five or even ten staff 
to one manager for every 50 to 
100 staff. 

Municipalities can reduce 
their costs substantially by 
moving to the team concept, 
which yields other benefits 
such as increased staff and 
management morale, en- 
hanced productivity, and im- 
proved service levels. The 
City of Owen Sound (popula- 
tion 20,000) recently elimi- 
nated one of three senior 
management positions in the 
Public Works department. 
Now, each crew selects a lead- 
hand who directs the work at 
each site, and the town is sav- 
ing more than $60 thousand 
per year. 


—_ 











7. Consulting 
studies 


In far too many cases, mu- 


nicipalities fall back on con- | 
sulting studies to help them | 


deal with difficult or sensitive 
decisions. 


ing in program evaluation and 


problem solving techniques | 
and in the use of performance | 


measures, they are able to 
avoid many of the problems 


| which require the use of out- 
| side consultants. 
| many situations where time 


constraints do not permit the 
full utilization of staff and 
community resources. 


The principal factors which | 
cause an Over-reliance on con- | 


sulting studies are a lack of 


confidence in staff expertise, | 
the established habit of using | 


consultants, and an overall re- 
sistance to change. 


8. Economic 
development 


Community economic de- 
velopment has been one of the 
least cost effective enterprises 
of municipalities since their 
inception 10 to 15 years ago. 
Millions of dollars have been 
spent in an attempt to bring 
new businesses into commu- 
nities across Canada, with 
very little success. The rea- 
son is simple: new businesses 
are more likely to be attracted 
to a community with reason- 
able tax levels and a healthy, 
progressive business environ- 
ment than to one that is in a 
steady state of decline. 

What these offices should 
have been doing was to con- 
centrate on keeping their ex- 
isting businesses happy and 
healthy. Business retention 


"One man garbage collection units can reduce garbage collection 
costs by 20 - 40%." - Charles Bens 





If managers and | 
' staff receive appropriate train- | 


There are | 
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Some municipalities have their irefighters taking on other duties such as rebuilding or even constructing fire 


and expansion activities 
would have helped to avoid 
the continual deterioration of 
jobs, particularly if these re- 
tention efforts were aimed at 
helping businesses to 
strengthen the quality of their 
operations. Economic devel- 
opment departments should 
be strongly challenged to 
prove the effectiveness of 
their past endeavours as well 
as those planned for the fu- 
ture. 


9. Inspection 
services 


Most municipalities still 
separate their various inspec- 
tion services according to 
rigid departmental activities 
such as building, plumbing, 
electrical, bylaw enforce- 
ment, and fire. Some munici- 
palities have merged 
responsibilities for some of 
these activities, but there is 
room for much more consoli- 
dation. 

Technology has given mu- 
nicipal inspectors the ability 
to carry computers which pro- 
vide the information they re- 
quire on their inspection. 
Many municipalities are real- 
izing the cost benefits of cross 
training inspectors in a num- 
ber of areas, reducing the 
number of specialists re- 





trucks or repairing parking meters. 





quired. 


10. Employee 
and citizen 
input 


Municipal employees are 
often the source of the best 
ideas for cost savings. Unfor- 
tunately, their opinion is 
rarely solicited. Many pro- 
gressive municipalities are 
changing that. They are en- 
deavouring to include both 
employee and community re- 
sources in their decision mak- 
ing process. The catch phrase 
used to describe this change is 
Total Quality Management, 
but what it really boils down 
to is just good old common 
sense. 

After all, it is only good 
sense to ask citizens what they 
think of the services they re- 
ceive and what kind of im- 
provements they would like. 
It just makes good sense to ask 
employees how they can im- 
prove the services they de- 
liver, and to actually put them 
into teams responsible for 
identifying and solving opera- 
tional problems. Every mu- 
nicipality should’ be 
implementing Total Quality 
Management so that they 
might harness the energy and 
ideas of their citizens and 








their employees. 

These ideas just scratch the 
surface in terms of the poten- 
tial for improving the cost ef- 
fectiveness of municipal 
services. This article is in- 
tended to make people aware 
of how municipal decision 
making can be affected by 
concerned and informed citi- 
zens. However, there are a 
number of roadblocks that are 
put in the way of ordinary citi- 
zens who want to take part in 
the municipal decision mak- 
ing process. It is only 
through perseverance on the 
part of a community’s citi- 
zens, combined with sound 
political leadership and en- 
lightened management, that 
these deterrents can be over- 
come. The main difference 
between municipalities with 
excellent services and low tax 
rates compared to those with 
average or poor services and 
high tax rates is the degree to 
which they strive to find a bet- 
ter way to deliver their serv- 
ices. 


Charles Bens on 
video 


Audio and video cassettes 
of Charles Bens’ sessions at 
the recent Canadian Taxpay- 
ers Conference in Calgary 
are now available. 

Please refer to ad on page 
16 for more information. 










Bureaucratic big spenders 


It’s tough for the government to put on a 
mask of financial restraint when its crown 


corporations are not so inclined. 


In December, the president of the Export 


Development Corporation, Paul Labbe, de- 
cided to pay a $900 Christmas bonus to each 
of the crown’s 500 permanent employees to 
the tune of nearly half a million dollars. 
(When Trade Minister Michael Wilson found 


eign buyers. 


out about the bonuses he felt they were inap- 
propriate and ordered them stopped.) 


The Export Development Corporation is a 
government owned business that provides fi- 
nancing, guarantees and insurance for Cana- 
dian companies exporting goods overseas, 
protecting them from non-payment by for- 
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Rural community Manitoba Insurance 


Corporation looking to 
helps itself increase rates 
















A sharp increase in Autopac claim costs contributed to a year-end 
loss of $25.5 million for the Manitoba Public Insurance Corpora- 
tion’s auto insurance division. The loss, revealed in the fourth-quar- 
ter financial report, contrasts with last year’s $8.1 million net 
income. According to Grahame Newton, Vice-President, Commu- 
nity and Customer Relations, the cost of claims is now at a level 
unprecedented in MPIC’s 21-year history. : 

As a result, insurance rates have been hiked from 9.5% to 14.5% 









Is it possible to develop renovating was high and did __to help in purchasing equip- 


ment. 


community volunteerism with- 
out government involvement? 
The gutsy village of Miami, 
Manitoba proved that they can 
make things happen in the 
midst of a recession without 
depending on the government 
for any grants or handouts. 

In 1989, when the commu- 
nity’s physician met with an 
accidental death, a committee 
was formed to help maintain 
the municipality’s medical 
services. The existing medical 
building was in need of up- 
grading; however, the cost of 








not seem like the responsible 
route to go. 

Spurred on by an anony- 
mous donation of $28,000 
from a local citizen the com- 
mittee decided to push ahead 
and build a new medical clinic. 
In November, 1991, fund-rais- 
ing letters to all citizens includ- 
ing absentee landowners were 
sent out. Three months after 
sending the letter, over $85,000 
in donations had been received 
toward the project. To date, 
$112,000 has been received 
with donations still coming in 









LI pan 


"Not one cent of govern- 
ment money has gone into this 
project--it’s built strictly with 
individual and business dona- 
tions,” says Linda Duncan, an 
RM of Thompson councillor 
who heads the committee. 
"This is a perfect example 
showing how rural communi- 
ties can help themselves. If we 
want to maintain our small 
towns we’ve got to make 
things happen -- we don’t al- 
ways have to look for govern- 
ment grants and handouts." 


tes 











effective March 1, 1993. Despite the additional $28.5 million in new 
revenues expected from the rate increase, the auto division is pro- 
jected to lose as much as $7.5 million in the next fiscal year. 
Constructive measures must be undertaken to improve the situ- 
ation; otherwise, whether through rate increases or taxes, Manito- 


bans are on the hook for the loss. 





Dumb economics in Manitoba 


The government 
taxing jobs 


With more and more people 
becoming increasingly con- 
cemed about job security, it’s 
surprising to find that the Mani- 
toba government has actually 
put a tax on jobs. 


Currently, Manitoba is one of 
only four provinces to levy a 
payroll tax on the wages a busi- 
ness pays. A tax of 2.25% is paid 
by every company with an an- 
nual gross payroll of over 
$600,000 - the second highest 
rate in the country. Manitoba 
businesses also suffer from the 
highest corporate tax rate in 
Canada. 


A Manitoba company with an 
annual payroll of $1,000,000 
would pay $22,500 in payroll 
tax - enough to create another 


position. Since the tax is appli- 
cable whether or not the com- 
pany makes a profit, it hurts 
expanding companies the hard- 
est, and cuts into their ability to 
create new employment. 


Ironically, an excerpt from 
Finance Minister Clayton Man- 
ness’ 1991 Budget describes the 
situation the best: 


"We must recognize that busi- 
nesses are mobile. They make 
choices. They can locate in 
Manitoba or elsewhere. If they 
locate in Manitoba, we will have 
more jobs and more income. If 
businesses choose to locate 
elsewhere, our sons and daugh- 
ters will not have the opportu- 
nity to remain in Manitoba to 
pursue their chosen careers." 
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Quiet revolution in 
Calgary 


A Canadian pro-taxpayer conference lays a solid foundation for action 





by Lorne Gunter 


Tired of being ignored by 
politicians over 400 ordinary 
taxpayers gathered in Calgary 
January 22-24 for the first- 
ever Canadian Taxpayers 
Conference, organized by the 
Canadian Taxpayers Federa- 
tion (CTF). They spent three 
days studying how to form an 
effective lobby. They debated 
what steps their rapidly ma- 
turing movement should take 
next in its battle to break the 
stranglehold special interest 
groups and free-spending 
politicians have'‘had on Cana- 
dian governments for the past 





three decades, regardless of 
which political party has been 
in power. They also set in mo- 
tion a new kind of political 
force - the common interest 
group - that is likely to have a 
profound influence on public 
policy. 

But organizers concede 
that achieving real change 
will be a long, slow process. 
Just how difficult and enor- 
mous is the task ahead of them 
was confirmed on the eve of 
the conference. That night 
British Columbia Premier Mi- 
chael Harcourt appeared on 
province-wide television and 
warned his voters he was pre- 


Taxation without 
representation 


The Canadian Taxpayers 
Federation (CTF) waived its 
$105 registration fee so 48 
students from seven western 
universities could attend its 
Calgary taxpayer gathering. 
It also invited the leaders of 
two B.C. anti-debt youth 
groups to address the assem- 
bly. After all, CTF officials 
thought, it was only fair for 
the generation that will have 
to pay off the nation’s mas- 
sive debt to see the full ex- 
tent of what’s in store. 

For seven business stu- 
dents from the University of 
Saskatchewan, the trip of- 
fered a chance to improve 
their final grade. Along with 
two dozen classmates, they 
are all involved in a semester 
long project to draft a paral- 
lel budget for the province of 
Saskatchewan. Each came 
to the conference intent on 
fighting to protect or expand 
his or her portfolio’s share of 
the budgetary pie. Each left 
convinced that balanced 
budgets were the only op- 
tion. 

Laura Fisher, a recent eco- 
nomics graduate from Simon 
Fraser University who now 
manages the real estate hold- 
ings of her family’s con- 





struction company and heads 
the Taxpayers Rights Asso- 
ciation of B.C., called deficit 
spending "taxation without 
representation." Every dol- 
lar spent over the amount 
collected in taxes is a tax on 
a generation that has no "rep- 
resentation." She asked 


delegates, "Is the proposition 
of a new road or more social 
spending... more enticing 
than a sound economy for 
your children and grandchil- 


dren?" 

University of British Co- 
lumbia medical student and 
Youth Alliance for Debt 





pared to raise provincial sales 
and income taxes in order to 
limit (but not reduce) the defi- 
cit expected in next year’s 
budget. But he would not 
contemplate cutting the prov- 
ince’s health, education and 


social programs, even though | 


they are the root cause of 


B.C.’s budget imbalance. So- | 


cial spending accounts for 
nearly 73% ($14 billion) of 
the $19.2 billion B.C. will 
spend this year and is the ma- 
jor reason its projected deficit 
has shot from $1.8 billion.to 
$3 billion. 

Throughout the conference 
a spotlight glared on a banner 


Freedom president Jason 
Ford warned, "Either the at- 
titude of entitlements in this 
country dies or our economic 
future does." 

He may be right. In 1978 
Canadians received $1.30 in 
government services and 
payments for every dollar 
they paid in taxes. The ratio 
had fallen to 90 cents for 
every dollar today, and is 
likely to be 65 cents per dol- 
lar in 20 years, as Miss 
Fisher and Mr. Ford struggle 
to pay off the debts their par- 
ents’ generation has left 
them. 


on a generation that has no representation." 








hung on the wall at the front 
of the main hall. In two-foot 
red numbers was the figure 
"$620,000,000,000+" a con- 
stant reminder to delegates of 
how far Canada’s federal and 
provincial governments are 
already in debt, and the total 
is growing by $60 billion a 
year. 

Speaker after speaker also 
explained that when the debts 


| of crown corporations, civil | 


service pension plans and the 
Canada Pension Plan are fig- 
ured in, total public sector 
debt swells to $1.1 trillion. 
That’s enough money to run 
the federal government plus 
all twelve provincial and terri- 
torial governments for nearly 
four years; or enough to oper- 
ate every federal, provincial, 
territorial and municipal ad- 
ministration in Canada for al- 
most three years. It also 
works out to $100,000 for 
each of Canada’s 11 million 
families and nearly $137,500 
for each of the country’s eight 
million taxpaying families, 
the ones upon whom the re- 


payment burden will fall. The | 


average resale price of a home 
sold in Canada’s major cities 
in 1992 was $150,500. 





In an insightful, albeit de- 
pressing, session entitled 
"Canada’s Fiscal Position-- 
How Broke Are We?", Irene 
Ip, senior economic analyst at 
Toronto’s C.D. Howe Insti- 
tute, revealed that per capita 
government debt is now three 
times higher than it was in 
1961, after adjusting for infla- 
tion. The accumulated fed- 
eral debt as a percentage of 
Canada’s gross domestic 
product (GDP) has risen by 
nearly three-quarters in the 
last decade alone. Ottawa’s 
debt was 40% of GDP in 1981. 
It is now almost 70%. If it 
continues to grow at current 
rates, Mrs. Ip predicts, the 
federal debt by itself will 
equal the country’s entire out- 
put of goods and services by 
1999. Among industrialized 
nations only Belgium, Italy 
and the Netherlands have 
higher national debt-to-GDP 
ratios. 

Spending by Canadian 
governments now consumes 
approximately 50% of GDP. 
Only once before--during the 
Second World War--was it as 
high. And the provinces are 
as much to blame as Ottawa 
for the sharp rise that has oc- 


. as 
Dr. Richard Vedder makes his point - High taxes have a negative effect on 
economic performance. 
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curred since 1973, the year in 
which most economists now 
believe government spending 
began to spiral out of control. 


During the past 20 years mu- | 
nicipal spending has remained | 


at a fairly constant 7% to 9% 
of GDP. However, federal 
outlays have doubled from 


just over 10% of GDP to just | 


over 20%. Meanwhile, fig- 
ures provided by Mrs. Ip show 


that provincial expenditures | 


have almost tripled and now 
rival Ottawa’s for a share of 
GDP. Overall the public sec- 
tor share of GDP is 2 1/2 
times larger than it was in 
1961. 

Mrs. Ip maintained that this 


path is a ruinous one "if we | 
Stay on it much longer." Al- | 
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ready Canada has fallen from 
the second strongest economy 


| in the world in 1973, to the 


11th in 1991, largely because 
of rampant government 
spending. 
ments began playing a larger 
role in the economy and bor- 
rowing heavily in the coun- 


try’s capital markets they | 
elbowed aside thousands of | 


small and mid-sized private 
investors. This in turn slowed 


omy, because private inves- 
tors generally borrow money 
to generate wealth and gov- 
ernments borrow to consume 
wealth. 

Between 1950 and 1973, 
Mrs. Ip demonstrated, GDP 
grew at an average annual rate 


Sir Roger Douglas, former New Zealand Finance Minister who instituted mas- 
sive fiscal reforms in his country, being interviewed at the recent Taxpayers’ 
Conference in Calgary. 








When govern- | 





of 5%. Since 1973 it has 
grown at only 2.9%, "much of 
which is unsustainable be- 
cause it is fuelled by govern- 
ment deficit spending." So 


instead of doubling in size | 


every 15 years, the economy 


now doubles only every 25 


years. 


rate will slow to once every 75 
years if governments continue 


| to spend more money than 
the rate of growth in the econ- | 


they take in. Interest pay- 
ments on government debt 
now account for 10% of GDP. 
During the Great Depression 
they comprised only 7%. For- 
eign investors hold nearly 


By some calculations that | 





$130 billion of federal and | 


provincial debt, three times 
the amount held by Canadian 
banks. That means Canada 
has more foreign debt than the 
biggest South American debt- 


| ors, Brazil and Argentina, and 





more than Poland. In the long 
run, Mrs. Ip concludes, “the 
more of our debt which is held 
externally, the more money 


goes off-shore in interest pay- | 


ments and the more our stand- 
ard of living comes down." 
Money that exits the country 
is no longer available for job- 
creating investment in Can- 
ada. 

Richard Vedder, a profes- 
sor at Ohio University in Ath- 
ens, Ohio and expert on the 
growth of government and its 
impact on the economy, also 
pointed out that most govern- 


ment spending reduces the po- | 


tential for economic growth, 





Where the taxpayers won one 





even if every dollar remains in 
the country. For every dollar 
a federal government taxes its 
citizens, it reduces the poten- 
tial of that dollar to generate 
wealth in the private sector. A 
dollar left in private circula- 
tion can create as much as 10 
dollars in economic activity 
and increased asset values. 
But if it is taxed away, that 
potential is taxed away. This 
is known as lost opportunity 
costs. In addition, Dr. Vedder 
explained, for every dollar 
governments raise in taxes 
they spend about $1.30. 
When they hike tax rates, they 
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Over 400 registered delegates for first ever Canadian Taxpayers Conference 


| say the increase will be ap- 


plied to the deficit, but spend- 
ing and borrowing simply rise 
proportionately. 

Mrs. Ip also illustrated the 
enormous growth that has oc- 
curred in Canada’s welfare 
State since the early 1960s. 
Before governments began 
funding universal welfare, un- 
employment insurance, health 
care and pensions, before they 
began giving or loaning bil- 
lions to businesses, total 
transfers to individuals and 
corporations made up less 
than 7% of GDP. In 1992 they 
exceeded 20%, a three-fold 





It didn’t take long for delegates at 
last month’s Canadian Taxpayers 
Conference in Calgary to realize the 
formidability of their task. By the 
end of the first day of meetings, many 
participants wondered if it was even 
worth trying to enforce fiscal disci- 
pline on federal and provincial gov- 
ernments. 

A speech by Joel Fox re- 
lieved the mood. Mr. Fox is 
president of the Howard — 
Jarvis Taxpayers Associa- 
tion (HJTA), the anti-tax — 
organization that conceived — 
and passed the largest tax 
limitation measure ever 
adopted in an industrialized 
nation: California’s 1978 — 
Proposition 13 - Prop 13 for 
short. bs 

Throughout the 1970s ° 
runaway inflation and a © 
booming demand for 
houses sent California land 
values soaring, according 
to Mr. Fox. Because Cali- # 
fornia property taxes are 
based on the market value 
of the property, a system & 
now being proposed in Al- 
berta and in use in B.C., 



































taxes skyrocketed too, leaping by as 
much as 200% in a single year in 
some areas. Many seniors and low 
income home owners were in immi- 
nent danger of losing their homes. 
Immediately after Prop 13 passed 
by a two-to-one margin in a June 1978 
referendum, it cut property taxes 


ge sie. 


Joel Fox - Proposition 13 saved taxpayers $155 billion in 
property taxes 





























(then the principal source of both 
state and local revenues in California) 
by over 50% and took $7 billion in 
revenues Out of a state budget of $15 
billion. Because the California con- 
stitution demands the budget be bal- 
anced every year, legislators were 
forced to make drastic spending cuts 

meee and increase other sources 
© of revenue, such as user 
’ fees. In the 15 years since, 
* it has saved Californians 
$155 billion in property 
taxes. 

But Prop 13 didn’t stop 
with a one-time tax cut. 
' Howard Jarvis, the Cali- 
fornia businessman who in 
1962 started the California 
Tax Reduction Movement 
(which was renamed the 
HJTA on his death in 
1986), knew legislators 
would attempt to circum- 
vent the initiative as soon 
as it was passed. So Prop 
13 also placed strict limits 
on future tax increases. 
State-wide tax increases 
require a two-thirds vote in 
the legislature. Proposed 
local and county increases 





must be put to the people in a referen- 
dum. 

But Mr. Fox cautioned Canadian 
taxpayers not to think of Prop 13 as 
an Overnight success. It took Mr. 
Jarvis 16 years and three tries before 
Prop 13 finally won. Along the way 
he was subjected to personal insults 
and the initiatives were opposed by 
every elite in California, even big 
business organizations who Mr. 
Jarvis originally thought would be 
natural allies of tax cuts. 

“Howard’s opponents used every 
dirty trick and scare tactic imagin- 
able," Mr. Fox told delegates. Teach- 
ers pulled elementary school students 
out of class without their parents’ 
consent to join protest marches, edi- 
torials predicted that children would 
die from want of free vaccines, and 
economists at the University of Cali- 
fornia at Los Angeles (UCLA) fore- 
cast 450,000 state and local 
public-sector jobs would be slashed 
out of a total of 1.7 million. "Not a 
bad idea," commented Mr. Fox wryly, 
"But it didn’t happen." In the end 
schools didn’t close, houses didn’t 
burn down because there were no fire- 
fighters to put out blazes, and the 
state’s economy boomed. 
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This massive redistribution 
of wealth has been achieved 
through raising the total taxes 
paid by an average Canadian 
family from 22% of gross in- 
come in 1961 to 49% in 1992 
(a 123% increase). Nearly 
one-fifth of that is the result of 
federal tax increases (includ- 
ing the GST) since the Mul- 
roney government came to 
power in 1984. Given that ap- 
proximately 40% of what gov- 
ernments owe is the result of 
compound interest on their 
shortfalls, their combined 
debt of $620 billion repre- 
sents approximately $370 bil- 
lion in program spending. 
Had governments raised taxes 
enough to pay for those pro- 
grams in the year they were 
expended, rather than defer- 
ring taxes to later generations 
in the form of debt, the tax 
burden on Canadians would 
now be as high as 58% by 
some calculations. 

Just what ordinary Canadi- 
ans and taxpayers can do 
about the debt crisis was the 
subject of the conference’s 29 
workshops, debates and 
speeches. CTF founder and 
organizer Kevin Avram 
kicked off the assembly by 
telling participants, "It’s our 
responsibility to increase the 
accountability of our elected 
otficials and to improve the 
quality of their repre- 
sentation." For too long Ca- 
nadians have waited for 
politicians to wake up to the 
fiscal facts that common sense 
long ago made obvious to or- 
dinary taxpayers. Now the 
time has come for citizens to 
impose on governments "the 
integrity, discipline and po- 
litical will they lack". 

His call to action was well 
received. But it came with a 
catch. Results will be hard to 
come by and major changes 
will not occur soon. In the 
past taxpayers have been eas- 
ily defeated because they 
failed to work together, ig- 
nored the need to have more 
facts than their opponents, 
and wasted their energy com- 
plaining rather than organiz- 
ing. "Criticism of politicians 
solves nothing. Taxpayer 
vigilantism [i.e. tax revolts] 
solves nothing. Taxes by 
themselves are not the prob- 
lem, they are asymptom,"” Mr. 
Avram concluded. They re- 
flect a political process in 
which political survival de- 
pends on satisfying the nar- 
row, short-term interests of 
vocal lobbyists rather than 
preserving the long-term sta- 
bility of society and the econ- 
omy. "To-relieve the 
symptom, you have to first 
cure the disease." 

Besides, Mr. Avram added, 
special interest groups and 
free-spending politicians 





thousands of friends in the 
media, the civil service and 


the universities. Taxpayers | 


have friends in the same 
places, but they are few in 
number. So everything tax- 
payers do to reassert their con- 
trol must be well thought out, 
carefully researched and pa- 
tiently executed. 

The CTF has always prac- 


succeeded and prospered 
while dozens of similar or- 
ganizations have come and 
gone. Begun in May of 1989 
as the Association of Sas- 
katchewan Taxpayers, the 
CTF deliberately chose to use 
the GST debate, which was 
engulfing the nation at the 
time, as a springboafd to the 
much larger question of Cana- 


tised what Mr. Avram 














Tax Facts 8 by the Fraser Institute 
Have you every wondered how much tax you really pay? How many layers 
of tax are hidden in your purchases? How much does government really 
cost you? The answer to these and other important questions about taxes 
and the Canadian consumer are found in this important work. 


$19.95 


__ Big Spenders by Irene |p 
If you're looking for a book that will help you understand how provincial 
governments spend your tax dollars, this is the book for you. |p carefully 
outlines how provinces spend both the money they receive in taxes and from 
transfer payments from the federal government. 


$19.95 


Dividing the Spoils - The Federal-Provincial Allocation of 
Taxing Powers by Irene Ip and Jack Mintz 

The provinces and the federal government “divide the spoils" of the power 

to tax Canadian taxpayers. The story of how they have divided up your tax 

dollars is absorbing and illuminating. 


$9.95 


Direct Democracy in Canada by Patrick Boyer 
An analysis of the effect of the three national referendums (prohibition, 
conscription, and the constitution) on Canadians. The book looks at the 
many other suggestions for referendums on topics of national importance 
that have been made since Confederation. 


$19.95 


Limits to Government - Controlling Deficits and Debt in 
Canada by Herbert Grubel, Doug Purvis, and Wm. Scarth 


This book examines the complex issue of government deficits and debt, and 
calls for tough constitutional limits on the deficits and spending of the federal 
and provincial governments. 


$9.95 


Setting Limits - Constitutional Control of Government by 


Lew Uhler 
Since 1972, Mr. Uhler has tirelessly pursued the objective of ending runaway 
government spending and taxation. He explains why constitutional limits 
on government are the only effective way to deal with the problem. 


$9.95 soft cover 
$17.95 hard cover 


Toward Prosperity by Roger Douglas 
Roger Douglas went from a political wilderness to the post of New Zealand 
Minister of Finance in the early 1980s. Douglas writes from a first hand 
perspective about the events as he brought his country through the changes 
that were required to face the future with confidence. 


$21.95 








dian public-sectorism. Mr. 




















People’s Mandate by Patrick Boyer 
Many Canadians are tired of the current political system and want to become 
more effective participants in the political process. Boyer examines the 
important role ordinary Canadians can play in their own government through 
the process of referendums and citizen initiatives. 


$19.95 


Democracy by Initiative by the California Centre for 
Responsive Government 
A comprehensive look at democracy by initiative in California. The report 
outlines the Commission's recommendations, the colourful history of citizen 
based initiatives in California, and other critical issues. 


$29.95 
Cutting Through Charisma by Charles Bens 


Bens is recognized as an authority on government performance measure- 
ment in Canada. In this book, he speaks about accountability, measuring 
the performance of incumbents, and electing politicians on their track record 
rather than on their personal charisma. 


$3.95 
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Avram and the CTF’s found- 
ing directors, Regina electri- 
cal contractor Norm Baker, 
Saskatoonian Norm Wallace 


| 


| was a good first start. 


and Art Fox, set out to build | 


an organization with longev- 
ity. As Mr. Avram is fond of 
saying, "We decided the only 
way to eat an elephant is one 
bite at a time." 

University of Calgary po- 
litical scientist Tom Flanagan, 
an expert on populist move- 
ments and pressure groups, 
who served as the Reform 


Party’s director of research | 


until late last year, believes 
the CTF is following the right 
course. It is one of Canada’s 





first examples of what have | 
become known as “common | 
interest" groups, in which | 


membership is open to anyone 
on the basis of broad interests. 
They differ very little in form 
from special interest groups, 


where membership is deter- | 


mined "by gender or ethnicity 
or by satisfying some narrow 
demographic or statistical 
definition.” But Dr. Flanagan 


explains that these new pres- | 
sure groups are very different | 


in style and objectives. "They 
are a reaction to the results of 
20 years of the politics of spe- 
cial interests, which has di- 
vided citizens according to 
labels and moved govern- 
ments further and further 
away from the wishes of the 
majority." 

The CTF will have its 
hands full simply organizing a 
professional tax lobby and 
dislodging entrenched vested 
interests. Joel Fox, president 
of California’s 250,000-mem- 
ber Howard Jarvis Taxpayers 


Association, which success- | 


fully organized Proposition 
13 in 1978, says there are sev- 
eral stages to successfully 
curbing "tax and spend" poli- 
tics. "First you have to chan- 
nel the frustration of 
thousands of angry taxpayers 
into a constructive movement. 
Then you have to keep that 
movement focused for several 
years until you achieve your 
goal. And finally, you have to 


keep it together after you win 


“The system must change" 






é Ken Dillen - CTF Advisory Board 
Member and former NDP MLA at 
CTF Taxpayers Conference 
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to ensure the politicians don’t 
back-slide.” 

The Calgary tax conference 
The 


leading American anti-tax | 


champions, many of whom 
were in attendance, were im- 
pressed by the size and quality 


of the CTF event. Lew Uhler, | 
| leader of the 500,000-member | 
California-based National | 


Tax Limitation Committee, 
admitted that his organiza- 


| 





tion’s last national meeting 


drew only 250 delegates "and | 


we considered that one a suc- 
cess: 

Capitalizing on the mo- 
mentum generated by the Cal- 
gary assembly will be more 
difficult. Ultimately, Mr. 
Avram contends, the solution 
will involve upsetting Can- 
ada’s traditions of British par- 
liamentary democracy, in 
which power flows from the 





monarch to the people, too 
frequently becoming concen- 
trated in a small circle of cabi- 


| Net ministers along the way. 


Instead legislative, and even- 
tually constitutional, changes 
must be made that allow for 
direct democracy (referen- 
dums, recall and initiatives). 
Then voters can force fiscal 
responsibility on govern- 
ments that show themselves 
unwilling. Mr. Uhler thrilled 





delegates when he said, 
"There is no sovereign or sov- 
ereignty higher than the peo- 
ple. It is your government -- 


Articles on pages 13 
through 16 written by 
Lorne Gunter. Reprinted 


from Western Report 
magazine, Edmonton - 
used by permission 





Canadian Taxpayers Conference 
- January 22-24, 1993 - 


Audio and Video Cassette Recordings - Order Form 


On January 22-24, 1993 more than 400 con- 
cerned taxpayers gathered in Calgary, Alberta 
for a historic event. The Canadian Taxpayers 


Conference marked the first effort by citizens 
to redirect Canada’s public policy agenda. 
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Royal Commission calls for an end to 
transportation subsidies 


The users of Canada’s pas- 
senger transportation system 
don’t pay all the costs of the 
system, and the Royal Com- 
mission on National Passen- 
ger Transportation would like 
to see that change. 

In its final report, entitled 
"Directions", the Commission 
recommended that Canada 
move to a user pay system for 


its passenger transportation | 
If its recommenda- | 
tions are implemented, pas- | 


system. 


sengers would pay the entire 
costs of their transportation, 


including infrastructure, envi- | 


ronmental, and accident costs. 





Currently, taxpayers pay | 


five billion dollars a year to- 
ward the cost of Canada’s pas- 
senger transportation system. 
The report indicates that, 


overall, taxpayers currently 
pay 18% of the costs of airline 
transportation, 40% of ferry 
transportation costs, and 75% 
of the costs of passenger rail 
services. The least costly 
method of transportation is 
bus, with passengers paying 
95% of the cost of their serv- 
ice. 

However, the Commission 


also broke down the cost of | 
travelling from Saskatoon to | 
Halifax, and found that tax- | 
payers subsidize a bus passen- | 


ger $25, a person driving a car 
by $39, an airplane traveller 
by $19, and a train passenger 
by $1,146. From Vancouver 
to Toronto, car passengers are 
subsidized $37, bus passen- 
gers $82, and train passengers 
$993, while airline passengers 


Transportation subsidy cents per 
kilometre 


Source: Royal Commission on Passenger Transportation 


A high-tech, computerized, terrorist-proo: 
gate was constructed to guard the Canadian 
Embassy in Washington. Made of polished 
Stainless steel and costing $125,000, this state- 
of-the-art gate is now being sold for scrap. 

In May 1989, just two weeks after the new 
Embassy building opened, the gate broke un- 
der its own weight because of poor design. 
"It was a decent looking gate but it was just 
too heavy," embassy spokesman Malcolm 











actually pay $85 more than 
the cost of their transporta- 
tion. 

The report states that the 
goal of Canada’s intercity pas- 
senger transportation system 
should be to allow travellers 
to choose the transportation 
system they want, get what 
they pay for, and pay for what 
they get. It also asserts that 
transportation policies should 
be guided by four objectives: 
Safety, protection of the envi- 


ronment, fairness to taxpay- | 
ers, travellers, and carriers, | 
and efficiency. The report de- | 
| fines efficiency as being | 





where "services are provided | 


only where the benefits to the 


individual traveller equal or | 
exceed the cost" and the serv- | 
ice is provided at the lowest | 
| possible cost. 
| To those who argue that na- | 


tion-building and regional de- 
velopment should be 
objectives of the national pas- 
senger transportation policy, 
the Commission responded 
with a clear no. The report 
emphatically states that indi- 
vidual Canadians, not govern- 
ments, are the most effective 
at binding the nation together. 
It also argues that creating 
more roads or airports is a 
"questionable means of stimu- 
lating development. Half- 
empty roads and underused 
airports would be the likely 
result." 

The Commission also rec- 


McKechnie said. He also reported that since 
it is not worth the estimated cost of $75,000 
(U.S.) to repair the gate, a new, lighter gate 
will instead be purchased for $30,000. 

The 10,000 pound gate was shipped back 
to the manufacturer where it is being held 
until Crown Assets auctions it off to the high- 
est bidder. Meanwhile the high-tech comput- 
erized gate is being replaced with a full-time 
guard to secure the embassy. 








On a trip from Saskatoon to Halifax, taxpayers subsidize each 


ll 


train passenger by $1,146 


ommended that competition 
and market forces be the main 
factor regulatory bodies use in 
determining who should be al- 
lowed to provide passenger 
services. Where regulations 
are required, the Commission 
argues, they should be only 
those designed to ensure that 
"pricing and investment deci- 
sions be similar to what would 
otherwise occur" if competi- 
tion and the open market were 








the standard that was used. 
Governments that are look- 
ing for ways to improve the 
effectiveness of their expendi- 
tures will have to look seri- 
ously at the Commission’s 
recommendations. Its theme 
of giving users the ability to 
choose the most efficient 
service has broad implications 
for the remainder of govern- 
ment spending requirements. 
Let’s hope they pay attention. 





Are Unemployment Insurance 
premiums costing jobs? 


A program initially de- 
signed to protect people if 
they lost their job may in fact 
be putting people out of work. 

In January 1992, the gov- 
ermment increased UI premi- 
ums from 2.8% to 3% of 
insurable earnings for em- 
ployees and from 3.92% to 
4.2% of insurable earnings for 
employers. This represents a 
54% increase in premiums 
since 1989. The Institute for 
Policy Analysis at the Univer- 
sity of Toronto recently calcu- 
lated what would happen if 
the federal government in- 
creased Unemployment Insur- 
ance rates in 1993 by the same 
amount as it did early last 
year. 

The Institute’s study 
showed that a similar increase 
in 1993 would generate ap- 


| proximately $1.3 billion in 


revenue. However, as a result 
approximately 48,000 jobs 
would be lost in 1993 and 
1994. In its report, the insti- 
tute stated, "UI rate increases 
are a very poor candidate for 


a deficit reduction instrument. 
It adds directly to the employ- 
ers’ costs when competitive- 
ness is the watchword." 

This of course creates a vi- 
cious circle. The government 
increases UI premiums which 
in turn puts more people out of 
work, which then requires the 
government to increase rates. 
The question that begs to be 
asked is how many people has 
the government put out of 
work due to UI increases since 
1989? 
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Canadian businesses hooked on 
government subsidies 


Canadian businesses have | 
shown a definite interest in | 
the public trough over the past | 
two years. According to a poll 
conducted by Dunn and Brad- 
street on behalf of Report on | 
Business, 22.4% or one in five 
businesses polled said they 
had inquired about govern- 
ment assistance over the past 


two years. 


The poll interviewed busi- 
nesses in six provinces: Brit- 
ish Columbia, Alberta, 
Manitoba, Ontario, Quebec 
and Nova Scotia. The interest 
level was the highest in Nova 
Scotia, running at 30.2%, and 
the lowest in B.C. at 14.3%. 
These numbers should come 


British Columbia 


Manitoba 
Ontario 


tax dollars. 


17.9% 


as no surprise, since govern- 
ments have set up a supermar- 
ket of departments and 
programs to give away your 


For example, the federal 
department of Industry, Sci- 
ence and Technology has 
over 40 such programs and | 
agreements and a total budget 
for 92-93 of $759 million. 
This includes the Defense In- 
dustry Productivity Program 
with an annual budget of $201 
million and the Regional De- | 
velopment Agreements total- 
ling over $17 million. 

Other federal departments 
and agencies involved in the 
subsidy wars include Western 


% of businesses inquiring 
about gov’t assistance 


lion). 








Economic Diversification | 
($301 million), the Atlantic 
Opportunities program ($334 
million) and the National Re- 
search Council ($429 mil- | 


The provinces have also 
jumped into the fray. SEDCO | 
is the flag bearer in Sas- | 
katchewan and was allocated 
$72 million for this year. 
Manitoba’s Industry Depart- 
ment provides $14 million in 
assistance through such pro- | 
grams as the Crocus Fund 
and Vision Capital. The Al- 
berta government offers fi- 
nancial assistance through 
such programs as Business 
and Trade Development ($24 | 


% of businesses which 
then took advantage of the 


assistance 
or Re oS aa ee a 
Cree eee eee ee ee 
Nowe Spain ow fon eae | 667TH 


Source: Report on Business Dunn and Bradstreet poll 

















Businesses getting hooked? 


million) or its Economic De- 
| velopment Projects program 
($25 million). 

Of course, with this many 
hooks in the water it’s not sur- 
prising businesses get 
snagged. In fact, many end up 
coming back time and again 
for assistance. Others have 
found the secret to milking 
money from a number of 
agencies and departments. 
Unfortunately, through all of 
this there is still only one tax- 
payer who in the end must pay 
the bill. 





The poll also revealed that 
of those businesses enquiring 
about assistance, 65.3% even- 
tually went on to receive some 
kind of government assis- 
tance. Manitoba led the pack 
in terms of success rate with 
71.7% going on to receive 
some kind of assistance. 

The poll only covered in- 
quiries into government assis- 
tance over the last two years, 
which makes one wonder how 
many have made inquiries 
over the past 10 or even 20 


years. 


Convicted felons go shopping, camping 
and golfing at taxpayers expense 


Last year, taxpayers paid 
$1.876 billion to keep Cana- 
dians behind bars. Of this, 
the federal government spent 
$876 million, which worked 
out to $136.06 per day for 
each inmate, while provincial 
governments spent $1 billion, 
or $115.16 for each inmate 


each day. 


Willie Blake 


Blake was sentenced 
to life imprisonment for 
killing another inmate 
in 1976 with a butter 
knife. In June 1992, he 
received a three day 
weekend pass from the 
Edmonton Institution 
for a camping trip near 
Hinton, Alberta. The 
trip cost taxpayers 
$8,727.18 for overtime 
to the guards. Supplies 
and materials were esti- 
mated at $550, rations 
at $220, and travel costs 
at $209.76, for a total 
cost of $9,706.94. 

It is likely that the 





entire amount of in- 
come tax paid in one 
year by just one of the 
guards who accompa- 
nied Willie Blake on his 
camping trip would still 
not cover the cost of his 
three day excursion. 


w 


om we 


On an average day, there 
were 11,783 people in federal 
penitentiaries. Part of the fed- 
eral government’s costs went 
for passes to inmates, which 
allow them to play hockey, 
golf, go on camping trips, at- 
tend family/community 


events, etc. 


The additional 
costs come in the form of 
overtime for guards, meals, 
equipment, travel, hotels, etc. 

Controversy has sur- 
rounded this program because 
of the number of escorted in- 
mates who have escaped and 
committed horrendous crimes 


Larry Takahashi 


Better known as the 
Balaclava Rapist, Taka- 
hashi was sentenced to 
three life terms in 1984 
for 14 sex-related of- 
fenses. Since 1989, he 
has regularly been al- 
lowed outside the 
Mountain Institution in 
Agassiz, B.C. to golf on 
nearby courses. Cor- 
rections Canada gave 
the following response 
for not being able to 
provide the information 
we requested: 

"Please be advised 
that inmate Takahashi 
paid for his own meals 





and green fees whilst 
on the temporary ab- 
sence. There was no 
rental of equipment as 
Mountain Institution 
possesses golf clubs." 





before they were recaptured. 
Often cited is the case of 
Daniel Gingras who was 
granted a birthday pass to the 
West Edmonton Mall in June 
1987. He escaped, and before 
he was recaptured he had mur- 
dered two people. 

In 1991-92, the federal 





The following re- 
sponse was received 
concerning Gingras’s 
birthday pass to the 
West Edmonton Mall: 


"There are no re- 
cords available that 
capture the costs in- 
curred for providing the 
escorted pass to the 
West Edmonton Mall in 
June 1987. The result- 
ing inquiry did not con- 
cern itself with the cost 
of the ETA, however, 
the staff member in- 
volved was tasked to 
escort the inmate Gin- 


Daniel Gingras 


government handed out 
49,656 passes, of which 
42,737 required escorts. We 
recently made an Access to In- 
formation request for the 
costs of three passes in par- 
ticular. This included Daniel 
Gingras, Larry Takahashi and 
Willie Blake. 












gras during his regular 
working hours.... Fur- 
ther, a Correctional 
Service Canada vehicle 
was used for the es- 
cort." 
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Tax dollars for making movies 


The Valour and the Horror, 
Codco and Three Dead Trolls 
in a Baggie - these are just 
some of the productions that 
Telefilm Canada has been in- 
volved in. 


What these programs have. 


in common is that they have all 
been produced with taxpayers’ 
dollars. In fact, Telefilm has 
been involved in the funding of 
over 1,000 television programs 
and over 500 feature films 
since it began operating in 
1967. Last year the corpora- 
tion "invested" $172.5 million 
in the Canadian film and tele- 
vision industry. Of this 
amount, only $18.9 million 
came from returns on previous 
years’ investments, while Ca- 








nadian taxpayers supplied the 
remainder. 

In fact, Telefilm is involved 
in the financing of virtually 
every aspect of film produc- 
tion, from screenwriting to dis- 
tribution and everything in 
between. The corporation will 
provide assistance of up to 
$15,000 for script writing, and 
up to 50% of the cost of launch- 
ing a Canadian film in the U.S. 
It also assists in the cost of 


Canadian participation in in- | 


ternational film events, includ- 
ing the cost of subtitling a 
Canadian work. 

In 1991-92, Telefilm spent 
$38.1 million on the produc- 
tion and distribution of Cana- 
dian feature films and $77.8 


Canadian artists take 
Manhatten 


(at taxpayers’ expense) 


After 12 years in operation, 
a posh art gallery in Manhatten 
featuring what has been de- 
scribed as "offbeat and contro- 
versial" Canadian art has 
finally been closed. The 49th 
Parallel Art Gallery was 
opened by the Department of 
External Affairs in 1970, and 
was operated jointly by the de- 
partment and the Professional 
Art Dealers Association of 
Canada (PADAC),. 

The funding for the gallery 
- over a million dollars in the 
past three years alone - was 
given by a little known divi- 
sion of External Affairs called 
International Cultural Rela- 
tions (ICR). In 1991-92, ICR 
gave out grants totalling $4.6 
million to professional artists, 
art groups, athletes, and sports 
groups involved in interna- 
tional projects. 

According to information 
supplied by the department, in 
1991-92 49th Parallel received 
$180 thousand in direct fund- 
ing from International Cultural 
Relations. In addition, 
PADAC received $120 thou- 
sand to organize participation 
by Canadian galleries in Euro- 
pean and U.S. art fairs. 

However, External Affair’s 
generosity with tax dollars 
didn’t end there. The depart- 
ment paid out more than a 
quarter of a million dollars a 
year in other expenses for the 


gallery. A spokesman for Ex- 
ternal Affairs says the depart- 
ment paid these expenses from 
its Own Operating expenses 
rather than in the form of a 
direct grant, amove which hid 
the funding from public scru- 
tiny. The spokesman indicated 
that the funding was intended 
to be a short term measure uriil 
private funding could fall into 
place. Unfortunately for the 
taxpayer, that never happened, 
and the department finally 
pulled the plug on the project 
on June 30, while promising 
PADAC that it would be will- 
ing to look at future funding. 
For struggling Canadian art- 
ists who want to hit the bright 
lights of New York there re- 
mains hope, however. The Ca- 
nadian consulate in New York 
refers newcomers to existing 
resources such as Manhatten 
Arts and its Arts Information 
Service, emphasizing that it’s 
better to present Canadian art 
on the basis of its merits rather 
than because it’s from Canada. 
The Canadian government 
isn’t against making the trip 
down Broadway a little easier, 
however - funding is available 
for "exploration trips" for art- 
ists wanting exposure in New 
York. In the meantime, 
PADAC is continuing its ef- 
forts to reopen 49th Parallel, 
including seeking even more 
government funding. 





million toward the cost of pro- 
ducing 224 Canadian televi- 
sion programs and films. In 
addition, $5.2 million was 
spent on either dubbing or sub- 
titling Canadian works into the 
other official language. Tele- 
film also poured $13.4 million 
into international co-produc- 
tions such as CT V’s Counter- 
strike. 

Telefilm’s mandate is "to 
foster the development of an 
independent Canadian produc- 
tion industry that can provide 
television programs and fea- 
ture films comparable to the 
best independent productions 
from around the world." Ironi- 
cally, the government is at- 
tempting to develop an 





independent film industry by 
making it dependent on tax- 
payer dollars. 

Taxpayers also pour over 
$80 million a year into the Na- 
tional Film Board, the taxpayer 
funded filmmaker that has pro- 
duced such works as Billy 
Bishop Goes to War, and one 
billion dollars a year into the 
Canadian Broadcasting Corpo- 
ration. The 1992-93 govern- 
ment spending estimates 
indicates the government plans 
to spend a total of $1.339 bil- 
lion this year on the Canadian 
film and television industry - 
money that the government 
borrows and inevitably must 
repay. 








Taxpayer subsidized Mom P|. 


Taxpayer funded sex 


show 


by Kevin Avram 


So, just what have your tax 
dollars been buying of late? 
Rick Bell, a Calgary writer 
who’s well known for his work 
with the Calgary Sun, filed a 
freelance report recently about 
a taxpayer funded "confer- 
ence" in Banff. 

The November conference 
took place at the Banff Centre 
for the Arts, and was financed 
by the federal government’s 
Canada Council, the Alberta 
Department of Culture, and the 
Alberta Department of Ad- 
vanced Education. The Can- 
ada Council, which receives 
over $100 million dollars a 
year from Brian Mulroney and 
his colleagues, has long been a 
target of those who oppose 
public fu.iding of the arts, but 
of late, there’s been a new out- 
cry as Citizens realize just what 
some of their tax dollars are 
buying. 

The Banff event featured 
Kiss and Tell, a troupe of three 
Vancouver lesbians who put on 
a 90 minute "performance". 
The performance, if it can be 
called that, is an hour and a half 
of live talk and film which fo- 
cuses on lesbian sex. 

In describing the event, Bell 
says, "The lights went on and 
the three artists approached 
microphones. With photos of 
nude women projected on a 
screen behind them, the per- 
formers shared their fantasies 
and experiences of sex with 
other women. One said 
breathily, ‘My lust is huge and 
uncontrollable’ for any woman 
in a white lab coat...another 
rattled on about femmes and 
butches, while a short-haired 
woman with a rubber pig nose, 
work gloves and huge work 
boots sang; during all of this 
the performers stripped, put- 
ting on other clothes taken out 








Funded in part by the Alberta Department of Culture 


of suitcases." 

"One of them donned a fake 
moustache and cowboy boots 
and spoke about ‘his’ outrage 
against pornography...while a 
cleaning woman romped 
around the stage, and the third 
performer blew a whistle. The 
artists also showed a film fea- 
turing one of the performers 
rollicking with her ‘butch’ girl- 
friend, another masturbating 
while she talked about her first 
sexual experience, and a third 
appearing as a sexually re- 
pressed ‘square’, whining per- 
petually that ‘sex with other 
women was not fun, it makes 
me feel weird.’" 

"As usual," Bell writes, "the 
money for this free admission 
spectacle came from the empty 
coffers of indebted govern- 
ments. The Walter Phillips 
Gallery is part of the Banff 
Centre, bankrolled this year 
with $14.5 million by the Al- 
berta Department of Advanced 
Education. The gallery itself 
got at least another $15,000 
from Doug Main’s Department 
of Culture and Multicultural- 
ism this year. Statistics on 


how much taxpayers contrib- 
uted to this show in total are 
apparently secret. The gallery 
curator could not answer in- 
quiries about money, and over 
in the Banff Centre’s Commu- 
nications Department, Todd 
(who was too uncomfortable 
with the question to divulge his 
last name) wouldn’t say. As 
for the Kiss and Tell troupe, it’s 
funded by the [federal govern- 
ment’s] Canada Council.” 

I suppose some will cry foul 
at Bell’s analysis, arguing that 
the "arts" should be free of cen- 
sorship. On the other hand, the 
real issue isn’t censorship at 
all; it’s who pays. If these peo- 
ple want to dress up with pig 
faces and show lewd movies, 
why should already overbur- 
dened taxpayers be forced to 
pay the bill? 

If the bureaucrats and politi- 
cos who shell out our tax dol- 
lars on this kind of stuff were 
paying these so-called "per- 
formers" with their own 
money, my hunch is that we 
wouldn’t see too many of these 
Kiss and Tell shows in Banff 


next year. 


20 








Spring *93 


Inefficiencies in medicare waste billions of tax dollars 


By Dean Smith 
An Ontario doctor says about 


a third of the country’s total | 


health budget of $45 billion is 


being used inappropriately. Dr. | 


Michael Rachlis says there is 
tremendous waste and ineffi- 


ciency in Canada’s health care 


system. 


In an issue paper entitled | 


"Caring about Health", commis- 
sioned by the Canadian Public 
Health Association (CPHA), 
Dr. Rachlis called for a new di- 
rection in Canada’s health sys- 
tem. The CPHA represents over 
2,500 health professionals, aca- 
demics and private individuals. 
Rachlis cited a number of 
examples where tax dollars 
could be spent more wisely. He 
said, "We know that nurse prac- 
titioners can provide anywhere 
from a third to half of the serv- 
ices that are provided by family 
doctors, at much lower costs." 





Rachlis added that Canadians 
are getting tested for every thing. 
In fact, he says, only those in 
high risk categories should be 
tested. He also indicates that 


"A York University survey of Canadian physicians in 1984 showed that the doc- 
tors believed that 15% of thedays of patients care in their local hospital were un- 
necessary. A recent paper delivered to the Canadian Pediatric Society suggested 
that 24% of pediatric admissions were inappropriate." - CPHA report Caring About 


Health 


| people need to understand, for 


example, that heart disease is 
prevented by eating moderately, 
exercising, and by not smoking 
- not through unnecessary. tests. 


Rachlis attributes a major | 


part of this excessive spending 
to a medical profession that 
works in a conflict of interest. 
Doctors not only advise patients 
on what they need, but also 
benefit financially from their 


own advice. As aresult, Rachlis | 


says, doctors end up ordering 





‘S ludy says $1 5 billion is wasted due to ealth care inefficiencies. 








tests and procedures that aren’t 
warranted. 

Rachlis asks, "Why, for ex- 
ample, are Canada’s caesarian 
section rates three times those in 


the Netherlands, which still 
manages to have a lower infant 
mortality rate?" 

"I estimate we are spending 
about $400 million for doctor’s 
fees for the treatment of the 
common cold," Rachlis contin- 


ued "and we know, of course, | 


that there is no cure for the com- 
mon cold. Our rate of gall blad- 
der surgery is the highest 
anywhere in the world despite 
the fact we appear to have simi- 
lar rates of gall bladder disease 
to other western European coun- 
tries." 

"Most physicians are paid on 
a fee-for-service basis and, not 
surprisingly when you provide 
an incentive for volume, you get 
volume,” Rachlis said. "So 
much of the essential work of 
family doctors is listening and 


thinking, and yet the fee sched- | 


ule is biased to pay more for 
cutting and prodding." 

He says that some studies 
have shown that the system of 
paying doctors a fee for service 
instead of a salary increases 


health costs by up to 40%. Al- | 


though the CPHA is not recom- 
mending doctors be paid a 
salary, it does suggest that it 





shouldn’t be the dominant 
method of payment. The Presi- 
dent of CPHA, Merv Ungurain, 
says, "Key health policy docu- 
ments ever since the early 1970s 
have clearly stated 
that pouring more re- 
sources into the tradi- 
tional health care 
system has a minimal 
return and impact on 
a population’s 
health." 

Dr. Rachlis believes that a 
significant portion of the gov- 
ernment’s spending on health 
care could be redirected into 
other, more beneficial health ar- 
eas. 


Rachlis: Changes needed in medicare 











Costs per person for Medicare in 1991-92 
by province - in dollars - source Statistics Canada 


1800 
1600 
1400 
1200 
1000 
800 
600 
400 « 
200 « 


0 








Newfoundlanders: Now paying highest taxes in the country 


Caught between "the rock” and a hard place 


Newfoundlanders will be 
paying more to kelp the Wells 
government meet its revenue 
targets for 1992-93. The gov- 
ernment announced that the rate 
of provincial income tax, now 
set at 66% of the federal tax 
payable, would rise to 69% on 
January 1, 1993. This gives 
Newfoundland the highest rate 
of provincial tax among the nine 
provinces which collect income 
tax through Ottawa. 

Also announced were imme- 
diate changes to the tobacco tax, 
which is to rise 32% to 10.28 
cents/cigarette, second only to 
B.C., and to the gasoline tax, 
which is to rise by 2 cents/litre 
to 15.7 cents/litre, second only 
to Quebec. 


Some taxes 


lowered 
At the same time, the Wells 


goverment lowered the tax rate 
on small businesses in the prov- 
ince to 5%, matching Nova Sco- 
tia for the lowest rate in the 
country. Large corporations 
will have their corporate tax rate 
reduced to 16% from 17%, and 
those involved in manufacturing 
and processing will see their tax 
rate drop to 7.5% from 17%. 
New businesses would be ex- 
empt from the payroll tax in 
1993, and companies which 
generate new employment in 
1993 will be exempt from pay- 
roll tax for those positions. 


Tough measures 


necessary 

The tax measures were an- 
nounced as part of a mid-term 
mini-budget by Finance Minis- 
ter Winston Baker. He had ear- 
lier announced a cut in most 
government salary budgets of 


1% anda 3% cut in departmental 
budgets. 

Baker warmed that, without 
tough measures, the province’s 
deficit would increase to $154 
million from his original projec- 
tion of $29 million. However, 
as a result of these tax increases 
and earlier expenditure re- 
straints, Baker said the deficit 
would be held to $78.6 million. 
He also indicated capital expen- 
ditures would be reduced by 
$23.9 million. 

In addition, Baker announced 
they would begin the process of 
reducing the number of MLAs 
in the province’s House of As- 
sembly to between 40 and 46, 
and to restrict the size of Cabinet 
to no more than one third the 
size of the House. 

In 1991, the Newfoundland 
government eliminated 2,600 
public sector positions as part of 





its restraint package, and the 
govemment froze hiring, salary 
increases, and funding levels for 
most departments. In unveiling 
his mini-budget, the Finance 


Minister acknowledged that 
even these tough measures 
aren’t enough when govern- 
ments allow their debts to pile 
up to unmanageable levels. 


Premier Clyde Wells hikes taxes in Newfoundland. 
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Ontario deficit could now exceed the 
$10.9 billion record deficit of 1991-92 


Three months from the end 
of the fiscal year, the Ontario 
government has admitted what 
analysts have been predicting 
for months - the deficit for 
1992-93 will likely be at least 
one billion dollars higher than 
they originally claimed, and 
may even surpass last year’s 
record $10.9 billion shortfall. 

Premier Rae and his col- 
leagues blame lower than ex- 
pected tax revenues. What 
they aren’t mentioning is that 
even with this so-called short- 
fall in revenues, they’re still 
going to rake in 3.8% more 
than they did last year. The 





problem is that Bob Rae and 
Floyd Laughren are driving 
spending through the roof. 
Observers aren’t certain 
that the bad news is over yet 
either, because $700 million of 
the government’s projected 
revenues are from privatiza- 
tions that may not happen right 
away, if at all. They’re also ex- 
pecting $1.2 billion in fiscal 
stabilization funds from the 
federal government which may 
also be a long time in coming. 
(The last time a "have" prov- 
ince - Alberta - claimed fiscal 
stabilization fund compensa- 
tion, the claim took a number 


of years to settle.) If these 
revenue sources fail to materi- 
alize, the government may be 
looking at a $12.8 billion 
shortfall. Per capita debt 
would rise to $6,600, or 
$26,400 for every family of 
four - double the level eight 
short years ago. 

Finance Minister Floyd 
Laughren has a long way to go 
to restore the public confi- 
dence in his government’s abil- 
ity to manage the province’s 
finances. Not spending more 
than the treasury takes in 
would be a significant start to 
that process. 





Major bond rating service says 
Ontario deficit is too high 


The Ontario government 
must address its deficit prob- 
lem with "substantial expendi- 
ture control measures" says the 





Finance Minister Floyd 
Laughren: Bond rating service 
blames excessive government 
spending and taxation. 


Dominion Bond Rating Serv- 
ice (DBRS). In a press release 
dated December 18, 1992, Do- 
minion expressed concern over 
the province’s 1992-93 budget 
deficit, which it indicated will 
be approximately $12 billion, a 
level it says is far too high to 
be sustained indefinitely. 


DBRS has identified four 
main culprits in the province’s 
woes: 1) High expenditure 
growth since the mid 1980s; 2) 
substantial increases in per- 
sonal and consumption taxes 
over the past 5-7 years, making 
the province less competitive 
relative to the U.S.; 3) expen- 
diture controls by the federal 
government, including a limit 
of 5% growth in the Canada 
Assistance Plan and a freeze on 
federal support for post secon- 
dary education and medicare; 


Ontario government: 


Building a housing project 
without foundation 


and 4) a decline in the ability 
of the Ontario economy to gen- 
erate tax revenue. 


According to the bond rat- 
ing service, the only alterna- 
tive to substantial controls 
would be an even more sub- 
stantial increase in taxes. For 
example, to bring the deficit 
down by $6 billion strictly 
through tax measures, the gov- 
ernment would have to impose 
an increase in the sales tax 
from 8% to 14%, or increase 
provincial income tax rates by 
24%. 


Ontario’s rating currently is 
AA (low) on its long term ob- 
ligations, but that rating is un- 
der review by DBRS until the 
details of the province’s next 
budget are released and its im- 
pact on the province’s deficit is 
known. 


Ataratiri. No, it’s not a new video game. 
Rather, it is an expensive and disheartening ex- 
ample of what happens when governments pur- 
sue housing development projects without first 
doing their homework. The government of On- 
tario will pay $45 million this year alone, and 
even more over the next three years, to wind 
down a $280 million housing project that was 
never built. 

The government decided in March of 1992 
to cancel the Ataratiri project because it was 
likely to accumulate a deficit of as much as 
$900 million by the turn of the century. How- 
ever, the project’s wind-down cost is stagger- 
ing. In the 12 months following April 1, 1992, 


the province will have to cover $875 thousand 
in salaries, $1.1 million in general costs and 
expenses, halfamillioninconsulting fees, $637 
thousand in legal fees, and $231 thousand in 
expenses incurred by departments of the City of 
Toronto. 

However, all of these costs pale compared to 
the $21 million in interest costs the province will 
have to cover. The interest is payable on the 
money borrowed to expropriate businesses in 
the 80 acre tract of land on which the develop- 
ment was to sit. In fact, Ataratiri is likely to 
remain what it started out as - a polluted piece 
of land with no future except as an industrial 
park. 


Will Ontario Premier Bob Rae enter the deficit hall of fame? 


Little card causes big 
problems for Ontario 
government 


"Who are the 300,000?" 


A 2" x 3 1/4" piece of plastic is costing Ontario taxpayers 
a lot of money. 

In 1986, the ministry of Health decided to implement a 
health care system based on individual registration. By 1992, 
the government had spent $39 million on the new system. 
According to the provincial auditor, Ontario Health has 10.5 
million registered users. By the government’s own estimates, 
that is at least 300 thousand more people than the number of 
residents in the province. 

Cardholders are entitled to free medical services in Ontario. 
Since each cardholder uses an average $1,400 a year in medi- 
cal services the potential cost could be staggering, as ineligible 
recipients are given free access to Ontario’s medical services. 
The provincial auditor stated that some of these additional 
numbers "may be a result of duplication or deaths, but some 
may be a result of misrepresentation." 

In his report, the Auditor stated that the Ontario government 
has failed to establish a system to monitor the validity of its 
cards despite the low cost of such a system - less than $5,000 
for each hospital. In addition, the government has only now 
started to implement controls being used in other provinces, 
such as hot-card listings and telephone hot lines. In the 
meantime, it’s likely a number of illegitimate cardholders are 
heeding the advice "Don’t leave home without it!" 
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World Bank study says employees, governments 
and taxpayers benefit from privatization 


An international study on 
privatization has found con- 
vincing evidence that in virtu- 
ally every instance, everybody 
benefits from privatizations - 
the government, the private 
sector, and the employees. 


The study, which was con- | 





ducted by the World Bank, | 


looked at three privatizations 
in each of the countries of 


Great Britain, Chile, Malaysia, | 


and Mexico. It examined the 
effects of privatization on each 


firm, comparing the results of | 


the privatized firm to how the 
firm would have fared under 
continued government owner- 
ship. 

The study examined the ef- 
fects of the privatization on a 
variety of groups: the firm’s 
workers, the country’s con- 
sumers, the company itself, 
and the government. The re- 
sults were remarkable, particu- 
larly in the way they 
challenged traditional argu- 
ments against privatization. 


Workers benefit 

For example, despite fears 
of public sector employees and 
their unions, the study found 








no instance where the workers 
who remained with the com- 
pany lost as a result of privati- 
zation, although some firms 
slashed employment levels 
dramatically. In some cases, 
workers made substantial 
gains. In fact, the unions at a 
container port in Malaysia 
have become avid proponents 
of further privatizations, and 
none of the 12 privatized firms 
have experienced serious la- 
bour troubles. Many workers 
who held shares in the newly 
privatized companies also 
benefitted as the value of their 
shares soared as the companies 
became more profitable. 





Another favourite argument | 


is that governments provide 
better service because private 
employers skimp on invest- 
ment, being driven solely by 
the profit motive. The World 
Bank study found that, on the 
contrary, itis government own- 
ers rather than private owners 
which tend to be the worst un- 
der-investors. This is partly 
because governments put off 
the kinds of decisions that a 
private investor, unencum- 
bered by red tape, can make 
immediately. In some cases, 
investment decisions were also 
made smarter, as managers 
were given more freedom to 








invest strategically rather than 
on the basis of public policy 
concerns. 


Privatized companies 
more efficient 

The most surprising conclu- 
sion of the study was that the 
gains found in each of the case 
studies came principally from 
the fact that the company’s op- 
erations were no longer under 
the management of civil ser- 
vants. In fact, privatization 
succeeded even when there 
was no change in the pattern of 
competition or in the way in 
which a company that held a 


Dependency turns citizens into wimps 


by Kevin Avram 
In a recent issue of the Aus- 


tralian weekly news magazine, | 


"Who", there’s yet another one 
of those articles about the Brit- 
ish Royals. Although not that 
flattering about any of the three 
sons of Elizabeth Windsor, the 
story is especially critical of 
the youngest prince, 28-year- 
old Edward. 

According to the article, Ed- 
ward has never been one to 
tough anything out. He stopped 
playing rugby in college be- 
cause he objected to being 
tackled, and he dropped out of 
the Royal Marines after only 
four months because he simply 
couldn’t cut the mustard. In 
the first week he was there it’s 
reported that he woke up in the 
morning and said, "Right, then, 
who’s going to make me acup 
of tea?" 


The magazine says that Ed- | 


ward lives in a time warp, re- 
siding in the same 
Buckingham Palace rooms 
where he spent his childhood. 
His bedcovers are folded back 
each day by his housekeeper, 
Miss Colebrook, and oversee- 
ing all his day to day affairs is 
his personal assistant, Michael 
Perry. He doesn’t even run his 
own bath water. Each evening 





his supper, along with soft 
drinks, await him in his palace 
suite where he tunes into the 
soap operas, and then practices 
magic tricks before he goes to 
bed. 

As I read about Edward, and 
how dependent he has become 
on other people to live, I began 
to ponder the parallels between 
him and a nation which devel- 
ops the same attitude. 

It’s correct to say that we 
now have citizens in Canada 





who, rather than being ambi- 
tious to work and make it them- 


selves, are instead ambitious to | 


cash in on some government 
program, subsidy, or handout. 
Some receive these benefits re- 
luctantly: others believe they 
deserve them. So far as hand- 
outs to business go, in many 
major daily papers, classified 
ads can be seen telling business 
people where they can call to 
learn about things the govern- 
ment will give them or do for 


Jason Ford speaking at the Canadian Taxpayers Conference - "It's the something 
for nothing attitude, the national sense of entitlement, that has obligated Canadi- 
ans my age to pay for what another generation just thought it had to have." 





them. 

Years ago, when somebody 
received money from the com- 
munity, the church, or some 
other charitable source, it was 
always referred to as charity. 
Over time, the word charity 
slowly changed to welfare, or 
social welfare, and now, these 
handouts are often referred to 
as "entitlements". 

Unfortunately, these entitle- 
ments, in time, end up produc- 
ing the same attitudes in people 
that they produced in Edward. 
As achild, he was entitled to a 
life where almost all the diffi- 
cult and challenging things that 
produce self-reliance were re- 
moved. Over the past 20 years, 
Canadians have been receiving 
a healthy dose of this exact 
same medicine. Huge seg- 
ments of the population, and 
whole industries, have become 
completely dependent on gov- 
ernment. 

There are few exceptions: 


| Business, fishing, the arts, 





sports and recreation, transpor- 
tation, high-tech, tourism, 
manufacturing, service indus- 
tries, agriculture, and so on. 
Name virtually any industry, 
and it’s pretty safe to bet that 
it’s either backstopped by gov- 


| ernment or else subsidized by 








monopoly was regulated. 
Simply shifting state-run 
firms into the private sector 
produced gains for all con- 
cerned. For example, Mex- 
ico’s Aeromexico went from 
being a $1.2 billion drain on 
the public purse to being a net 
contributor of $900 million in 


| additional tax revenue annu- 


ally. It now provides the same 
level of service as it did under 
government ownership, and it 
does so with half the employ- 
ees. Chile Telecom doubled its 
Capacity within four years of 
privatization while cutting its 
bloated payroll. And custom- 
ers of British Telecom benefit- 
ted from lower net prices, with 
the value of the benefit esti- 
mated at $32 billion in 1992 
dollars. 

The World Bank report is 
the first worldwide study of the 
effects of privatization. Its 
conclusions are a reminder that 
governments must continue to 
reduce their size and transfer 
their commercial operations to 
the private sector. Those who 
are heeding that message have 
been left better off. Those who 
fail to do so risk being left be- 
hind. 


government. Yes, there are ex- 
tenuating circumstances in 
many of these situations, like 
agriculture, for example, 
where an international trade 
war is having devastating con- 
sequences, but the truth of the 
matter is that if a nation has too 
many people dependent on 
government for their liveli- 
hood, regardless of their voca- 
tion, the whole system is going 
to come to a grinding halt. 

It’s not a matter of trying to 
be unduly critical of anybody, 
or to suggest that times aren’t 
tough. The real issue is that a 
broadly based national de- 
pendency on others for our 
well-being will not only make 
us all weak in the long run, it’s 
also going to make us all poor. 


Did you 
know? 


At any given time, less than 
$24 billion in cash is being cir- 
culated in this country. If all of 
the money in circulation were 
turned over to the federal gov- 
ernment at once, it would still 
be $11 billion short of balanc- 
ing its budget, and about $20 
billion short of paying this 
year’s interest on the national 
debt. 
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Taxpayers subsidize political parties 


by Jason Kenney 

Believe it or not, and 
whether you like it or not, your 
tax dollars are being used to 


subsidize political parties and | 


their election campaigns. 

To begin with, federal can- 
didates who receive 15% of the 
vote in an election receive a 
grant from the government of 
up to 50% of their campaign 


Jim Hawkes: Chairman of the committee studying a proposal to 





costs. Depending on the size 
of the riding, the upper limit on 
the grants can be in the neigh- 
bourhood of $45,000. In the 
last federal election, taxpayers 
shelled out $13.7 million in 
government grants to candi- 
dates, and an additional $4.9 
million to registered political 
parties, for a total of $18.6 mil- 
lion. 


} 





force taxpayers to contribute more money to political parties. 





Ironically, 47% of the candi- 
dates who received grants al- 
ready had money left over 
from their own fundraising, 
and many had several thousand 
left over. After the grant 
money was added to their cof- 
fers, some 98% of eligible can- 
didates had money left over, 
with an average surplus of 
$20,000. This means that 70% 
of the $13.7 million in grants 


to candidates were not used for | 
their intended purpose of de- | 
fraying election expenses. | 


One in four Canadians 


were disbursed to candidates | 


work for the government 


$9.6 million of public funds 


for expenses they did not incur, 
and the use of these funds was 
entirely unregulated. 

Taxpayers provide an addi- 
tional subsidy to the election 
campaigns of registered fed- 
eral parties in the form of a 
government subsidy which 
goes directly to the party. Dur- 
ing the 1988 fiscal year, the 
three major parties reported 
$56.9 million in contributions, 
with total campaign expenses 
of $21.8 million; nevertheless, 
the government still reim- 
bursed them a total of $4.9 mil- 
lion. While much of the 
parties’ reported income was 
used for regular operating ex- 
penses, they can clearly cover 
their own election expenses 
without a subsidy of tax dol- 
lars. 

In addition, tax credits are 
received by those who donate 
to federal parties. For the first 
$100 that a party receives from 
individual donors, it is able to 





issue a tax receipt that provides 
a $75 tax credit. In addition, 
donations in excess of $100 
continue to qualify for tax 
credits up to a maximum of a 
$500 donation. These tax cred- 
its come directly off the do- 
nor’s federal tax payable, 
making them yet another tax 
funded benefit for political 


| parties. 


On pages 24 to 27, there is a 


According to a report re- 
leased by Statistics Canada re- 
cently, 24% of the people 
employed in Canada in 1991- 
92 worked for either the fed- 
eral, provincial or municipal 
governments. This included 
individuals working for gov- 
ernment Owned enterprises 
such as Crown corporations. 
In 1991-92, 2,710,818 worked 
for the government, up from 
2,682,300 in 1990-91. 

The federal government 
employed 578,234 people, 
paying an average salary of 
$38,219.00; the provincial 
governments/territories em- 
ployed 1,116,491, paying an 
average $32,756.00; and mu- 
nicipal governments employed 
1,016,093, paying an average 
$34,971.00. 

Government employees re- 
ceived a total of $94.224 bil- 





breakdown of how much of a 
taxpayer funded subsidy can- 
didates of the 1988 federal 
election received. It also gives 
the surplus in their account 
once the subsidy and their elec-_ 
tion contributions and ex- 
penses are taken into 
consideration. Taxpayers must 
decide whether this is an ap- 
propriate use of their tax dol- 
lars. 


lion, 27.4% of the salaries in 
Canada. However, while the 
total number of employees 
working in Canada in 1991-92 
increased by 1.1% over the 
previous year, total salaries 
paid out increased by 5.8%. 

Overall, municipal govern- 
ments showed the least re- 
Straint, increasing their 
number of employees by 2% 
and their salaries by 9.4% over 
the previous year. Provincia! 
governments increased thei: 
number of employees by only 
2/10ths of 1%, but their sala- 
ries increased by 4.7%. The 
federal government showed 
the most restraint, increasing 
its number of employees by 
1.1% and their salaries by 2%. 

Based on these figures, the 
real question is whether civil 
servants work for the public, or 
the public works for them. 





Letters to the editor 


I have written letters to the 
newspaper, Alberta govern- 
ment MLAs and the Premier 
about the preposterous sever- 
ance allowances, have col- 
lected names on petitions - it’s 
like banging one’s head against 
a brick wall, but at least I’m 
doing something. I pass The 
Taxpayer on to other interested 
parties and hopefully they will 
too. 

You are doing a good job. 
Thank you. Now we await the 
next elections. 

J.D. Edmonton, AB 


I don’t know who you are or 
how you are doing what you 
are doing, but I am with you. 
Perhaps with facts and figures 
available, Canadians will fi- 
nally stand united and demand 
that this irresponsible exploita- 
tion of the citizens by the gov- 
ernment be ended. 

I don’t share your optimism 
that petitions and letters will 
cause enough change. It is 





time to restructure an un- 
wieldy, large, self-perpetuat- 
ing organization that has for 
the most part lost touch with its 
real purpose. 

I would like to receive your 
paper and whoever you are - if 
you have an organization - I’d 
like to be part of it. Count me 
in. 

R.H. Grande Prairie, AB 


After hearing the program 
on CJOB on the subject of our 


tax dollars I would very much | 


like to receive more informa- 
tion. I was unaware that any 
such organization existed. I’m 
very interested in the effort be- 
ing made to inform and change 
the system and would like to be 
part of those who are becoming 
knowledgeable and trying to 
correct the situation. 

Due to not being able to hear 
the entire program, I’m writing 


to ask how we could join the | 


team. 
FS. Starbuck, MB 








On a recent trip to France I 
was handed one of your publi- 
cations which I found disturb- 
ing to say the least, but very 
informative, and would like to 
subscribe to it. Could you 
please inform me as to how I 
could receive it? 

D.E. Delta, BC 


I enjoy reading articles in 
The Taxpayer. Especially en- 
joy the detailed accounts of 
government grants. However, 
one area I find your paper 


should dwell on a little more is | 


the inefficiency of government 
departments, as well as the in- 
efficiency of most government 
employees. 

Red tape, time-wasting and 


inexperience plague every area | 


of the government. Govern- 
ment employees have to be 


more accountable for their | 


time and their attitude toward 
the public. They should be- 
come public servants instead 
of having the public serve 





them. 

Keep up the good work. I 
think our organization will 
make a big difference before 
too long. 

J.H. Gravelbourg, SK 


I read with interest "How 


| Much Does It Cost?" in our 


local newspaper. I strongly 
support this kind of public in- 
formation and hope your asso- 
ciation continues to publish 
other facts about the use or 
abuse of tax dollars. 

Our province’s 1991/92 
debt is almost $13 billion. I 
would like to see a breakdown 
of lenders and interest/time 
rates involved. It seems that 
such a massive debt benefits 
only the lenders and those who 
are financially secure at the ex- 
pense of those with poor 
wages, few benefits and no 
money to build fat pensions. 

Crown corporation debt, op- 
erating deficits, pension li- 
abilities as well as private 


sector debt that become tax- 
payer debt by default should be 
public information. 

J.K. Saskatoon, SK 


On radio CJOB this morn- 
ing, I heard a most interesting 
program about waste and how 
my tax dollars are being spent. 
I would like more information 
about this Federation and how 
I might receive material about 
this critical problem. It ap- 
pears material you have will 
help me to make wiser and 
more informed decisions on 
government matters. 

B.R. Winnipeg, MB 


I’m just beside myself to 
hear what is going on with our 
taxation money - re: pensions, 
severance pay, grants. 

A.S. Petersfield, MB 


Please address all corre- 
spondence to The Taxpayer, 
#200 - 1315 Scarth Street, Re- 
gina, Sask., S4R 2E7 
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Taxpayer subsidies to political parties 


During an election campaign, candidates who receive 15% of 
the vote are eligible for a grant equal to 50% of their election 
expenses courtesy of taxpayers. This money is often used to 
top up campaign war chests that have already been enriched by 
taxpayer subsidized political donations. 


In fact, the government provides tax credits for those contrib- 
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uting to political parties. For example, individuals contributing 
$150 will have 75% returned to them in the form of a tax credit. 
The actual percentage drops off with larger donations. In many 
cases, campaign contributions already are sufficient to pay 
campaign expenses. The election expense reimbursement is 
generally used, not for campaign expenses, but to maintain a 
political organization for the next election. 











system has been set up where taxpayers are forced to subsidize 
the ambitions of political parties. 


The following table gives the taxpayer subsidy each qualifying 
candidate in the 1988 election received, together with the 
amount the candidate was able to carry forward as a surplus 


In other words, a _ after all election expenses were paid. 
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Sweden - the public sector is in retreat 


by Kevin Avram 

Bjorn Tarras-Wahlberg is 
the President of the 180,000 
member Swedish Taxpayers 
Association. Founded way 
back in 1921, the Swedish As- 
sociation was originally more 
of an organization for busi- 
nessmen than it was a group of 
rank and file citizens. But 
now that’s all changed. In 
large part because Bjorn took 
over in 1985. 

Bjorn describes the poli- 
cies of the Swedish govern- 
ment over the past 25 years as 
the policies that are needed if 
your chief goal is to chase out 
the people who can produce 


Bj Tarr s Wah ber 





wealth and employ people, or 
if you want to ensure that a 
nation’s standard of living de- 
clines! 

He says that up until 1970, 
Sweden had the second fastest 
growing economy in the 
world, with only Japan out 
ahead. Now, after 25 years of 
rampant taxation, Sweden has 
dropped to the bottom half of 
the scale, and many of the 
wealthiest people have taken 
their money and fled. 

One out of every three peo- 
ple who are employed works 
for the government. The edu- 
cation system is absolutely 
loaded to the gills with expen- 





sive teachers and bureaucrats, 
and the costly and inefficient 
public sector is grinding the 
nation to a halt. For example, 
in the education system, stu- 
dent enrolment has only in- 
creased by 2% in the past 20 
years, but despite this, the 
number of people who are em- 
ployed by it has increased 
over 50%. The government 
day care system is contribut- 
ing in a major way to runaway 
spending, with the annual cost 
to keep one child at around 
100,000 crowns. When you 
consider that the average 
wage is about 150,000 
crowns, it’s easy to see how 


President of Swedish Taxpayers Association led the fi ght to see 
Sweden’s massive taxes reduced 








such an expensive system will 
put tremendous pressure on 
government. 

In the early 80’s the income 
tax rate in Sweden was 85%. 
Tarras-Wahlberg said the re- 
sult was that nobody wanted 
to work. 

"If you pay 85 cents of 
every dollar that you earn to 
the government, why would 
anybody want to work over- 
time?” he asked. 

In addition, Sweden has a 
GST which was originally in- 
troduced at a rate of 4.2%. At 
the time, politicians solemnly 
promised that the rate would 
never exceed 4.2, and citizens 
were encouraged to support 
the policy. Today, Sweden’s 
GST is 25% and the original 
commitment to 4.2 is long 
forgotten. Sweden also has a 
payroll tax of roughly 30%, a 
capital gains tax of about the 
same, and they also have 
something they call a wealth 


| tax. 


Now, in the same way, the 
winds of change have blown 
across Eastern Europe, so too 
are there massive changes tak- 
ing place in Sweden. The na- 








tion is in the process of privat- 
izing the education system 
and the hospitals, income tax 
rates have been dramatically 
cut, and tax rates for munici- 
palities have been frozen. The 
average working person now 
pays only a 30% income tax, 
while the rate for those with 
substantially higher income 
cannot exceed 50%. 

In addition to these mas- 
sive tax cuts, the government 
is privatizing the delivery of 
government services. Instead 
of having public services pro- 
vided by unionized govern- 
ment workers, the 
government is calling for pri- 
vate companies to bid on gov- 
ernment contracts. This 
means that public sector un- 
ions, instead of being pro- 
tected from economic reality, 
are being forced to compete 
with others. The net result is a 
less expensive, more efficient 
use of the taxpayers money. 
Citizens are keeping more of 
their money, government 
spending is slowly being 
reigned in, and Bjorn says 
there’s a new sense Of-free- 
dom in the air. 


Thanks a lot, Kuwait! 


We all remember those 
early days of 1991 and opera- 
tion Desert Storm. Our par- 
ticipation in the Gulf War cost 
Canadian taxpayers millions 
of dollars. Most of those 
costs are known. However, 
the 1991-92 Public Accounts 


Deficit caused by overspending 


There are many who would 
say that a government’s defi- 
cit is caused when it doesn’t 
collect enough taxes. How- 
ever, this statement is very 
clearly false, particularly 
when it comes to the taxes Ca- 
nadians are spending to keep 
governments in the manner in 
which they are accustomed. 

The last time Canada’s fed- 
eral government managed to 
balance its budget, in the 
1969-70 fiscal year, taxes 
took just 31.2% of the coun- 
try’s Gross Domestic Product 
(GDP). (The GDP is the total 
of the country’s production, 
and is a useful measure of the 
economy.) In 1991, that fig- 
ure had risen to 39.4%. In 
other words, taxes are taking 
26% more out of the economy, 
and the federal government 
has been unable to balance its 
budget in 23 years. No won- 


der Canadians are concerned ~ 


about their future! 

How does Canada’s per- 
formance compare to other 
countries? Between 1969 and 
1990, the United States’ tax 
burden rose 2%, to 29.9% of 
GDP. Japan increased its tax 
burden more than 66%, but its 
tax level is still well below 


Canada’s, at 31.3%, and the 
country has very little debt. 
Among countries with 
economies closer in size to 
that of Canada, Australia has 
seen its tax burden rise by 
28%, but is still able to keep 
its tax revenues to 30.8% of its 
GDP. Of the seven most in- 








32.77 


OECD Average 





United States 


dustrialized countries, only It- 
aly and France take more from 
their citizens than does Can- 
ada. 

What does this mean for 
Canadians? It means that, de- 
spite what some would have 
you believe, the government’s 
problem is not that it has in- 


Government spending as a percentage of economy AA.6 


Japan 


While Canada's tax bite is one of the highest in the OECD, our expenditure record is even worse. 
The above chart summarizes government spending as a percentage of the economy (Gross 
Domestic Product) in OECD countries, the U.S., Japan, and Canada in 1991. Source: OECD. 


revealed a cost you may not be 
aware of. Under the heading 
of External Affairs, there is a 
brief notation that reads, "Re- 
fusal by Kuwait to convert Di- 
nars sent to Canada during 
Gulf crisis to new currency af- 
ter war...$4,757." 


sufficient revenues. Rather, it 
quite simply spends too much 
money. This is the only prob- 
lem that must be addressed. 


Source: Revenue Statistics 
of OECD Member Countries 
1965-1991, and 1992-93 fed- 
eral budget 
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It pays Alberta politicians to quit politics 


With a new administration 
in place at the Alberta Legis- 
lature, a number of MLAs are 
planning to get out of politics. 
Thanks to comfortable pen- 
sions and severance packages 
they have given themselves, 
their transition to the private 
sector will be quite comfort- 
able. 

The Association of Alberta 
Taxpayers has issued its MLA 
Golden Hand$hake Report, a 
summary of the "retirement" 
packages MLAs who will be 
leaving politics can expect. 
Long-serving MLAs such as 
Al Adair, Jim Horsman, and 
ex-Premier Don Getty will 
benefit the most, with sever- 
ance packages of $57,502 
tacked on to already generous 
pension benefits. 

The report estimates the 
first year payout to the more 
than 20 MLAs who will not be 
seeking re-election at Over 
$1.9 million dollars. Of this, 
over a million dollars is for 
severance packages and an- 
other $915 thousand is the an- 
nual cost of their pensions. In 
addition, since the pensions 
are indexed to the cost of in- 
flation, the lifetime pension 
benefits for these MLAs will 
amount to over $30 million if 
they live to age 75. (Esti- 
mates assume an indexation 
rate of 5%.) 

"These figures send all the 
wrong messages to a province 


hungry for fiscal restraint," 
said Association spokesman 
Jason Kenney. "Albertans are 
willing to accept sacrifice to 
correct the province’s debt 
crisis, but not if their elected 
leaders continue to legislate 
themselves gold-plated retire- 
ment benefits. 

"Thousands of Albertans 
have signed petition coupons 
calling on the Legislature to 
put an end to this gross double 
standard before the next elec- 
tion" Kenney said. He called 
on Premier Klein to respond 


Doug Cherry 
John Drobot 


Norm Weiss 
Total 


to the demand for restraint in 
the perks and benefits MLAs 
have awarded themselves, and 
he indicated that such re- 
straint would be a hallmark 
that anew broom was, indeed, 
sweeping the halls of the leg- 
islature. 

The following is a break- 
down of the severance and 
first year pension benefits 
each of the retiring MLAs is 
eligible to receive. The chart 
also provides the total pension 
payout for each MLA if they 
live to age 75. 


$83,646 
$45,794 


$27,601 
$27,601 
$33,458 
$53,322 
$59,840 
$54,995 


~ a ee 
__ $57,502 

$57,502 

$38,336 

$38,336 


$73,816 
$29,694 
$29,694 
$38,894 


$29, 694 
$50,187 


** Not eligible to receive pension until age plus years of service equal 55 


There must be changes if confidence in politicians is to be re- 
stored. 





$110; 824 
$117,342 
$112,497 
$125,672 
$102,404 
$131,318 





$30,641,598 





Double dipping: 
The Alberta pension scandal keeps growing... 


Premier Ralph Klein is to 
be commended for reducing 
the size of the provincial 


Cabinet from 26 to 17 mem- 
bers. It is expected this move 
could realize savings of about 
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MLA COLLECIS A 
$57,000 ANNUAL 


$3 million. Though not a sig- 
nificant amount in the overall 
scheme of things it does send 









Double-dipping explained . 





SIMULTANEQISLY 
COLLECTING A 
MINISTERIAL PENSION 





» WHILE 








a message that the govern- 
ment is moving to eliminate 
waste and duplication. 

Unfortunately, Alberta 
MLAs have provided them- 
selves one of the best pension 
plans available to any politi- 
cian in North America. It not 
only provides lavish benefits, 
but allows them to collect it 
once their age plus years of 
service equals 55. It also has 
another feature commonly re- 
ferred to as "double dipping” 
which allows them to collect 
both a pension and a salary 
from the government at the 
same time. 

This means that the 16 
MLAs who have been 
dropped from the Cabinet are 
now in a position to collect 
both their Cabinet pension 
and MLA salary of $57,000. 
The Association of Alberta 
Taxpayers has estimated that 
the MLAs are eligible to re- 
ceive double dipping provi- 
sions amounting to nearly a 
quarter of a million dollars a 





year. 

Unfortunately, this throws a 
dark shadow on what other- 
wise was a worthwhile move. 
The following chart lists some 
of the estimated benefits 
available to former ministers 
who remain as MLAs. 


Double dipping 


The amount of the cabinet pen- 
sion which the following MLAs are 
eligible to receive in addition to their 
$57, 000 base salary. 


Dennis Anderson ....... $1, 293 
Roy Brassard $4,772 
Nancy Betkowski’ ......$11,293 
LeRoy Fjordbotten ... $18,821 
DON Getty ..srvvcssoerseses -- $16,758 


JOAN GOGO evecccrsresnerse 
Jim Horsman 

Dick Johnston 
Elaine McCoy” ....... 
John Oldring* 

RICK OFMAN” ....sseeeoee $11,293 


$31,996 
soon 11,293 


* Subject to actuarial adjustments until 
age plus years of service equal 55. 











By the end of March, 1993, 
the government of Alberta will 
have run up debts and liabili- 
ties totalling $32 billion. Ac- 
cording to information 


‘nplied in the 1991-92 report | 


che Auditor General and the 
1991-92 Public Accounts, this 
is the amount of debts and 
deficits that have been accu- 
mulated by the province’s op- 
erating funds and for 
provincial agencies and corpo- 
rations, less the amount of cash 
and investments that have been 
set aside specifically for debt 
repayment. This is the debt on 
which the taxpayers of the 





province, one way or another, | 


must pay interest. 
How did the province run up 
$32 billion in debt? $22.2 bil- 





r 


Law ~axpayer 





Alberta’s total debt and liabilities are 


$32,000,000,000 


lion is for the debt issued by the 
Alberta government to March 
31, 1992 for its operating ex- 
penses and on behalf of nine 
provincial agencies, including 
the Alberta Mortgage and 


Houses SaRperAOn ARE, Te | sion and disability liabilities 


Alberta Municipal Financing 


Corporation. (The total debt | 


figure is actually larger, but the 


government has set aside some | 
| money in special accounts | 
called sinking funds that are | 
designated specifically for | 


debt repayment.) On top of 


this, Finance Minister Dinning | 


has announced that this year’s 
deficit will total $2.8 billion. 
The government also owed 


| $1.6 billion to suppliers and for 


| 


short term loans, and owes the 
Canada Deposit Insurance 





Corporation $278 million be- 
cause of the losses experienced 
by CDIC in the failure of North 
West Trust Company. An- 
other $3.7 billion represents 
the amount of unfunded pen- 


the province Owes, an amount 
the Auditor General is deter- 





mined to have included in the | 
province’s financial state- | 


ments. The Treasury Depart- 
ment has agreed to "consider" 
his recommendation. 


_ The news gets 


worse 

In addition to its direct debt, 
the government is on the hook 
for indirect debt and liabilities 


of $1.4 billion. Included in 
this figure are $442 million in 
debenture and loan guarantees 
which have been designated as 
liabilities. The figure also in- 
cludes the $638 million accu- 
mulated deficit of the Workers 


Compensation Board, the $68 | 


million accumulated deficit 
that the Alberta Hail and Crop 


Insurance Corporation is run- | ae 
P | suggests that it is tme for the 


ning, and losses of $244 mil- 
lion from SC Financial, SC 
Properties, the Alberta Gov- 
ernment Telephones Commis- 
sion (principally because of the 
Novatel fiasco), and The 


Treasury Branches Deposits | 


| Fund. 





Not included in the $32 bil- | 


lion debt figure are potential 
liabilities. These include $3.8 
billion in debentures and loans 


the province has guaranteed | 
, which weren’t included in the 


financial statements as liabili- 
ties. Also included are $209 
million in loans and letters of 
credit the Treasury Branches 
have guaranteed. 

Could the province pay off 
its debt from its financial hold- 
ings? Recognizing that the 
government has ongoing needs 
for cash and short-term invest- 
ments to meet the day to day 
running of the government’s 
operations, and that the gov- 
ernment will always have ac- 
counts receivable at any point 
of time, the most that the gov- 
ernment could realize from the 
disposal of its medium and 
long term investments, loans, 
advances, and inventories 
would be approximately $7 
billion, excluding the Heritage 
Trust Fund. And the money 
won’t be available for debt re- 
duction until the government 
decides to make it available by 
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placing it in sinking fund ac- 
counts. 


One bright spot 

The only bright spot for the 
province is that the Heritage 
Trust Fund contains $12 billion 
which is being used to reduce 
some of the cost of servicing the 
debt. The Provincial Auditor 


province to evaluate the costs 
and benefits of the province 
maintaining the Heritage Trust 
Fund, likening the province’s fi- 
nancial arrangements to that of 
an individual borrowing more 
than is needed in order to main- 
tain a savings account at another 
bank. A sale of the Fund’s assets 
would allow the government to 
significantly reduce the prov- 
ince’s total debts, particularly 
since the Fund, which was es- 
tablished as an investment ac- 
count to receive 30% of the 
provincial revenue from Al- 
berta’s energy resources, is no 
longer receiving any new 
money and its value is declining. 

It is clear that the province 
faces a grave financial sity- 
ation, and the situation is be- 
coming even more serious with 
each passing day. Without sig- 
nificant changes to the way the 
government spends your 
money, the province’s debt 
will continue to rise by ap- 
proximately $3 billion a year 
well into the future. This is 
approximately the amount that 
the government would pay in 
interest on its debt each year at 
10% interest, making the chal- 
lenge of reducing expenditures 
even more urgent and impera- 
tive. The future of the prov- 
ince depends on it. 





Balanced budget legislation essential 


Government debts rob Can- 
ada’s economy of a greater 
portion of domestic savings 
than in any other G-7 country 
outside of Italy. Our foreign 
debt, as a percentage of our 
economy, is as high as that of 
many third world countries, 
and is the highest in the indus- 
trialized world. And Canadi- 
ans face a tax burden 
unmatched in the nation’s his- 
tory, and higher than that of 
many of our most important 
trading partners, particularly 
the United States and Japan. 

No province has experi- 
enced a more alarming trend 
toward fiscal imbalance than 
has Alberta, which stands in 
very real danger of losing ef- 
fective céntrol of its fiscal fu- 
ture. Over the past six years, 
Alberta has moved from a net 


asset position of $12 billion to 
a net debt of $5 billion, even 
when the Heritage Trust Fund 
assets are taken into account. 
this is by far the most rapid 
fiscal deterioration in Canada, 
and threatens Alberta’s status 
as a "have" province. With to- 
tal gross debt and liabilities of 
some $30 billion, and a struc- 
tural deficit exceeding $2 bil- 
lion, the prospects for the 
future are bleak. If current 
revenue and expenditure pat- 
terns continue, the province 
will have developed a net debt 
of at least $22 billion by the 
year 2000, and $55 billion by 
2010. 

In short, the problem of 
public debt has moved from 
being a problem, and has be- 
come a real threat to the fiscal 
well-being of our country and 


to its future. Given these facts, 
it is altogether reasonable and, 
in fact, necessary for taxpayers 
to demand that their elected 
representatives pursue fiscal 
responsibility with vigour and 
determination. To this end, 
voters have given successive 
federal and provincial govern- 
ments clear mandates to end 
deficit financing, only to find 
that the problem gets worse, 
not better. 

It is therefore clear that Ca- 
nadian governments are either 
incapable of or unwilling to 
make the structural reforms 
necessary to achieve fiscal bal- 
ance. To protect present and 
future taxpayers from the cas- 
cading impact of our public 
debt, there seems no alterna- 
tive to a law that will impose 
the fiscal discipline on govern- 


ments that they seem unable to 
impose upon themselves. 

The Association of Alberta 
Taxpayers has called for a Tax- 
payer Protection Act that 
would restore fiscal stability to 
Alberta’s government and 
serve as a model for other Ca- 
nadian governments. To be ef- 
fective, this legislation must 
include the following provi- 
sions: 


1. ‘me budget should be 
balanced over a fiscal period 
that is clearly defined, lasting 
up to three years, with allow- 
ances made for fluctuations in 
the economy. The first fiscal 
period should begin at the start 
of the next government’s term 
of office. 


Zz . If total government ex- 
penditures exceed total gov- 


ernment revenues over the fis- 
cal period, government spend- 
ing should be automatically 
curtailed. Failing that, an elec- 
tion should be triggered. 


3 . Annual projected reve- 
nue increases during the fiscal 
period must not exceed the rate 
of economic growth to prevent 
the legislation from leading to 
massive tax increases. 


4 . Amendment of or over- 
riding of the legislation should 
be subject to approval by the 
electorate in a binding referen- 
dum. In the event of a fiscal 
emergency, a super-majority of 
the legislature (for example, 
two thirds of all the MLAs in 
the House) could pass a one 
year exemption without voter 
approval. 


Spring ’93 


The Taxpayer 





Facing the debt 


by Jason Kenney 






For years, Albertans have en- 
joyed the benefit of expensive 
government services while pay- 
ing the lowest rate of taxation in 
the country. Alberta’s net per 
capita debt (after the assets of 
the Heritage Trust Fund are 
taken into account) is one of the 
lowest in the country. Those 
days are nearing an end, how- 
ever, as record deficits continue 
to pile up. 

Before any significant 
change in the province’s deficit 
situation can be made, the 
province’s leaders must recog- 
nize that there is, indeed, a 
problem that calls for drastic 
solutions. To illustrate how 
important this recognition is, 
you need look no further than 
the province’s former Deputy 
Premier, Jim Horsman, who 
stated on an open line program 
that Alberta doesn’t really have 
a debt. Horsman said that the 











Cutting 


by Jason Kenney 

How can the government re- 
duce its expenditures by $1.8 
billion per year? It won’t be 
easy, and will require sacrifice 
on the part of every Albertan. 
But it can be done. First, the 
government should eliminate 
its grants programs. Busi- 
nesses and industry, tourist 
agencies, lobby groups, arts, 
culture, and recreation bodies, 
and anyone else receiving 





Jason Kenney addressing the Eco- 
nomics Society of Northern Alberta 


| 





province’s assets, including its 
natural resources and the Heri- 
tage Trust Fund, far out- 
weighed the province’s debt. 

While Horsman’s remarks 
show how far taxpayers of the 
province have to go in educat- 
ing their leaders about the de- 
structive effects of deficits 
and debt on the province’s 
economy, a comment by Pre- 
mier Ralph Klein that the defi- 
cit is "manageable" 
demonstrates that our political 
leaders continue to hold this 
attitude. 

There are a number of ways 
Alberta can deal with its debt, 
which is now sitting at $32 bil- 
lion - over $20 billion when the 
province’s financial assets, 
outside the Heritage Trust fund 
are subtracted. 


Setting the stage 


The Heritage Trust Fund 
was Set aside as a giant piggy 
bank which was to preserve 
30% of the revenue the prov- 
ince received from its natural 
resources. It has been a num- 
ber of years since the Fund re- 
ceived any resource revenues, 
and it now seems inescapable 
that the Fund must be liquida- 
ted. This would achieve three 
important objectives: Reduce 
the amount of indebtedness the 
province has to service by be- 





tween $9 and 12 billion; pay 
down the high interest debt 
with the low interest invest- 
ments; and, most important, 
send a clear message to the 
people and politicians of the 
province that the gravy train 
has derailed. 

At the same time, politi- 
cians must take a leadership 
role in reducing some of the 
perks and benefits they have 
given themselves. We have the 
second highest paid Cabinet 
Ministers and the third best 
paid MLAs in the country. Al- 
berta politicians also enjoy the 
richest retirement benefits in 
North America. It’s simply a 
scandal that a 45 year old min- 
ister in the Alberta government 
can leave office with a sever- 
ance package of $57,000 and a 
pension of up to $80,000 a 
year! Until it deals with this 
outrage, the government will 
lack the credibility required to 
deal with the province’s fiscal 
situation. 

Then, over a period of at 
most four years, the province’s 
expenditures should be de- 
creased to ensure that, at the 


end of that period, spending is. | 


matched by revenues. This 
should be accomplished with- 
out any new taxes or increases 
in tax rates, unless the new tax 
is matched by an equivalent 
decline in another tax. (For 


spending 


handouts from the taxpayer 
should be told the cupboard is 
bare. The same goes for the 
more than $1 billion in loan 
guarantees to businesses. By 
sharing the pain equally, the 
government will be sending 
the message that it favours no 
one. 

Government overhead 
should be reduced by at least 
20%. This can be accom- 
plished the same way private 
businesses do it - by reducing 
staff, combining positions, cut- 
ting expenses, reducing utility 
costs, increasing productivity, 
holding the line on salaries and 
benefits, reducing layers of 
management, expanding ac- 
countability, and where appro- 
priate, by contracting work out 
to the private sector. 

Those departments, agen- 
cies, and enterprises which 
provide services which can be 
provided more efficiently by 
the private sector should be 
privatized. There may be a 
good reason to keep a service 
in government hands, particu- 
larly if it enjoys a monopoly 


position. Even in these cases, | 


however, the government 
should take steps to increase 
competition, and should en- 





sure that management of these 
companies run them according 
to sound business principles. 

No longer should public 
service managers be rewarded 
for inefficiency. Instead of in- 
creasing their salaries accord- 
ing to the size of the 
bureaucracy they amass under 
them or penalizing them for 
coming in under budget, man- 
agers should be given incen- 
tives to reduce their staff and to 
reduce their spending. 

Lottery revenues should be 
brought into general revenues 
and used to pay for the health, 
social service, and education 
costs we all want to protect. 
The government has long in- 
sisted that these funds should 
be spent on such things as arts 
grants and briefcases for 
MLAs, arguing that they are 
not tax revenues. What the 
politicians seem to have for- 
gotten, however, is that they 
are accountable for all their 
spending, even that which has 
not been financed directly by 
long-suffering taxpayers. 

The province’s Auditor 
General stated, "I am not yet 
satisfied that expenditures 
made from the Lottery Fund 
are subject to appropriate ac- 








example, health care user fees, 
which might discourage over- 
use of our struggling medicare 
system, could be matched by a 
drop in income tax rates.) 
There is convincing evi- 
dence that any other approach, 
such as increasing tax rates or 
introducing new taxes, simply 
results in more, not less spend- 
ing, accelerating the spiral of 
spending we all must avoid. 
And study after study show 


that taxes reduce economic | 





growth, making it imperative 
that they be held to as low a 
level as possible. 

At the same time, there will 
likely be substantial growth in 
tax revenues in the coming 
years, even at current tax rates, 
as the province climbs out of 
its current economic doldrums. 
This, combined with a reduc- 
tion in actual expenditures of 
$1.8 billion, would allow the 
province to balance its books 
by April 1, 1997. 


Dr. Paul Boothe discussing Alberta's fiscal situation at the Canadian Taxpay- 
ers Conference. 


countability. The Minister is 
delivering programs in areas 
where responsibility for pro- 
viding services has been con- 
ferred on other government 
departments." Had the gov- 
ernment brought these reve- 
nues into its General Fund 
from the beginning, there 
would have been no outcry, as 
grateful taxpayers would have 
applauded any relief in the 
amount lifted from their wal- 
lets. The same would hold true 
now for any government with 
the courage and political will 
to act. 

Finally, the government will 
have to reduce by at least 8% 
the number of dollars being 
spent on health care, social 
services, and education. By 
making such a reduction, the 
government would force these 
sectors of the economy to em- 
ploy fiscal disciplines from 
which they have, to this point, 
been exempted. The result 
would be a long term reduction 
in the cost of providing these 
services, and better returns for 
the investment of tax dollars. 

Once the provincial debt is 
eliminated, of course, expendi- 
tures could again be increased, 
but it would be essential for 








there to be two restrictions to 
spending growth: Never again 
should the government of Al- 
berta allow itself to mortgage 
the province’s future by run- 
ning deficit budgets, and the 
rate of expenditure growth 
should be no more than the 
growth in the cost of living and 
the province’s population. 

The bottom line, of course, 
is that if we don’t begin on this 
path in the next 12 - 24 months, 
it may well be too late to do so 
without gutting programs we 
now consider essential. Debt 
servicing costs will begin to 
overtake us, and we’ll be on the 
treadmill of debt servicing 
where compound interest ulti- 
mately proves a greater force 
than the best efforts of well-in- 
tentioned governments. 

On the other hand, if the 
province deals decisively, and 
quickly, with this issue, Al- 
berta could become an oasis of 
fiscal stability for businesses 
and workers fleeing high taxes 
in other provinces. The choice 
is for each of us to make - do 
we enter the next millenium 
debt free, or saddled with the 
cost of programs we cannot af- 
ford? 
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How much does it cost? 


The following is a breakdown of projected spending and revenues for the government of Alberta for fiscal 
year 1992- 93. The following table illustrates the equivalent costs for a family of four. 


Revenue 
1992-93 budget Equivalent costs for a | Equivalent costs for a 
forecast family of four/year | family of four/month 


$2,790,000,000 


$27,000,000 


| Fuel tax $500,000,000 


Tobacco tax $325,000,000 


Resource tax $2,250,000,000 


$630,000,000 


Other taxes $203,000,000 


$996,000,000 


$1,657,000,000 


$420,000,000 




















































| Total revenue $10,818,000,000 $16,516 


Government of Alberta Se 
Expenditures 


1992-93 budget Equivalent costs for a | Equivalent costs for a 
forecast family of four/year | family of four/month 
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eg ee eeeeo ogmeee | Go. rr 
: Social services $1,890,000,000 $2,885 


$665,000,000 70 $1018 SBS 
$567,000,000 $866 


$236,000,000 $360 


$206,000,000 
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Recreation and culture $135,000,000- | $2060 et 

General government. =... |. $573,000,000 | $875 0 | BB 

| Alberta local employment transfer | ~-$200,000,000 | BO | es ee 
$249,000,000 $380 





Total $13,518,000,000 $20,637 


Source: Public Accounts - 


